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SUBJECT;  Audit  Report  on  the  Acquisition  of  the  Advanced 
Antitank  Weapon  System-Medium  (Report  No. 


We  are  providing  this  final  report  for  your  information  and 
use.  Comments  on  a  draft  of  this  report  were  considered  in 
preparing  the  final  report. 

The  report  addresses  matters  concerning  the  cost  and 
schedule  of  the  Advanced  Antitank  Weapon  System-Medium  (AAWS-M) 
Program,  the  weight  of  the  system,  and  cost  performance  data 
provided  to  DoD  by  a  subcontractor. 

DoD  Directive  7650.3  requires  that  all  audit  recommendations 
be  resolved  promptly.  Therefore,  the  Under  Secretary  of  Defense 
for  Acquisition;  Assistant  Secretary  of  Defense  (Force  Management 
and  Personnel);  Director,  Operational  Test  and  Evaluation; 

U.S.  Army  Deputy  Chief  of  Staff  for  Personnel;  and  Project 
Manager  for  the  AAWS-M  must  provide  final  comments  on  the 
unresolved  recommendations  by  February  18,  1992.  See  the  "Status 
of  Recommendations"  section  at  the  end  of  each  finding  for  the 
unresolved  recommendations  and  specific  requirements  for  your 
comments.  We  also  ask  that  your  comments  indicate  concurrence  or 
nonconcurrence  with  the  internal  control  weakness  highlighted  in 
Part  I. 

The  courtesies  extended  to  the  audit  staff  are  appreciated. 
If  you  have  any  questions  on  this  audit,  please  contact 
Mr,  Rayburn  H.  Stricklin  at  (703)  614-3965  (DSN  224-3965)  or 


Internal  Controls.  We  identified  a  material  internal  control 
weakness  in  the  operation  of  a  subcontractor's  cost  and  schedule 
control  system.  This  weakness  is  discussed  in  Finding  C.  Our 
review  of  internal  controls  is  discussed  on  page  2  of  this 
report. 

Potential  Benefits  of  Audit.  The  principal  benefits  that  will  be 
realized  from  the  audit  are  reduced  uncertainty  regarding  the 
Program's  estimated  cost  and  schedule  and  a  determination  as  to 
whether  the  AAWS-M  can  be  used  by  the  light  infantry  and  airborne 
rangers.  Also,  the  Army  will  receive  accurate  and  complete  Cost 
Performance  Reports  (Appendix  D). 

Summary  of  Recommendations.  We  recommended  an  evaluation  of  the 
basis  for  the  cost  estimate  in  the  Army's  proposed  restructured 
program,  a  determination  of  the  cost  of  various  alternatives  to 
the  proposed  restructured  program,  and  an  update  of  the  cost 
estimate  for  the  proposed  restructured  program.  We  also 
recommended  actions  to  determine  whether  the  AAWS-M  could  be 
configured  so  that  it  can  be  effectively  used  by  light  infantry 
and  airborne  ranger  organizations.  Last,  we  recommended  that  an 
AAWS-M  subcontractor's  cost  and  schedule  control  system  be 
improved . 

Management  Comments.  The  Office  of  the  Director  for  Defense 
Research  and  Engineering  did  not  specifically  comment  on 
Recommendations  A.I.,  A. 2.,  and  A. 3.,  but  actions  taken  or 
planned  were  responsive  to  the  recommendations.  The  Office  of 
the  Director  nonconcurred  with  Recommendations  B.l.a.  and 
B.l.b.  Based  on  the  Office  of  the  Director,  Operational  Test  and 
Evaluation's,  response  to  Recommendation  B.2.,  we  added 
Recommendation  B.3.,  which  was  directed  to  the  Secretary  of  the 
Army.  We  have  asked  OSD  to  reconsider  its  nonconcurrences.  The 
Program  Executive  Officer  for  Fire  Support  nonconcurred  with 
Recommendations  C.l.  and  C.2.  We  asked  him  to  reconsider  his 
nonconcurrences.  Management  did  not  specifically  concur  or 
nonconcur  on  the  internal  control  weakness  highlighted  in  Part  I, 
and  we  requested  that  they  do  so  in  response  to  this  final 
report.  Pinal  comments  must  be  provided  by  February  18,  1992. 
The  complete  texts  of  the  OSD's,  Army's,  and  Defense  Logistics 
Agency's  comments  are  in  Part  IV  of  the  report. 
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Office  of  the  Inspector  General 

AUDIT  REPORT  NO.  December  17,  1991 

(Project  No.  OAL-0073) 

ACQUISITION  OF  THE  ADVANCED  ANTITANK  WEAPON  SYSTEM-MEDIUM 

EXECUTIVE  SUMMARY 


Introduction.  In  1984,  the  Army  approved  the  concept  of  the 
Advanced  Antitank  Weapon  System-Medium  (AAWS-M) ,  which  would 
replace  the  Dragon  Antitank  Weapon  System,  and  projected  the 
initial  operational  capability  for  the  mld-1990's.  The  AAWS-M 
was  required  to  be  a  one-man-portable  antiarmor  weapon  system. 

The  AAWS-M  is  managed  by  the  AAWS-M  Project  Office,  under  the 
Program  Executive  Officer  for  Fire  Support.  Total  program  cost 
was  estimated  at  $4  billion  for  58,000  missiles  and  5,000  command 
launch  units. 

Objectives.  The  audit's  overall  objective  was  to  evaluate  the 
acquisition  management  of  the  AAWS-M  Program  regarding  program 
management  elements  critical  to  a  system  in  the  early  full-scale 
development  phase.  The  audit  also  included  a  review  of  the 
adequacy  and  sufficiency  of  internal  controls  related  to  the 
audit  objective. 

Audit  Results.  Our  audit  disclosed  three  reportable  conditions. 

o  The  cost  portion  of  the  Army's  proposal  to  restructure 
the  AAWS-M  Program  was  based  on  a  contractor's  estimate  of 
$372  million  that  had  not  been  validated  by  the  Army.  Because 
the  contractor's  estimate  had  not  been  validated,  there  was 
uncertainty  as  to  whether  the  full-scale  development  contract 
could  be  completed  for  $372  million  (Finding  A). 

o  The  AAWS-M  exceeded  the  weight  that  one  person  can  carry 
for  a  reasonable  distance  and  period  of  time.  Therefore,  the 
system  is  not  suitable  for  its  planned  deployment  in  light 
infantry  and  airborne  ranger  organizations  (Finding  B). 

o  A  subcontractor  had  not  structured  its  cost  and  schedule 
control  system  to  provide  meaningful  cost  performance  data. 
Therefore,  there  was  no  assurance  that  Cost  Performance  Reports 
provided  management  with  accurate  and  complete  information  for 
the  management  of  the  AAWS-M  Program  (Finding  C). 
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Mr.  William  D.  Van  Hoose  at  (703)  693-0382  (DSN  223-0382). 

Copies  of  this  report  are  being  provided  to  the  activities  listed 
in  Appendix  P. 


Assistant  Inspector  General 
for  Auditing 

Enclosure 


cc: 

Secretary  of  the  Army 

Chairman,  Conventional  Systems  Committee 
Program  Executive  Officer  for  Fire  Support 
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PART  I  -  INTRODUCTION 


Background 


The  Advanced  Antitank  Weapon  System-Medium  (AAWS-M)  was  required 
to  be  a  one-man-portable  medium  antiarmor  weapon  system,  which 
the  Army  and  Marine  Corps  plan  to  use  to  replace  the  Dragon 
Antitank  Weapon  System.  The  AAWS-M  was  to  weigh  45  pounds  or 
less,  have  a  more  effective  range  than  that  of  the  Dragon,  and  be 
effective  against  the  projected  armor  threat.  The  AAWS-M  was 
originally  scheduled  for  an  initial  operational  capability  during 
the  mid-1990's. 

The  Army  established  a  major  acquisition  program  for  the  ZVAWS-M 
in  1984.  The  AAWS-M  Project  Office  manages  the  AAWS-M  Program 
under  the  direction  of  the  Program  Executive  Officer  for  Fire 
Support,  Department  of  the  Army.  Under  the  Program,  the  Army 
plans  to  procure  58,000  missiles  and  5,000  missile  launchers. 
Program  costs  for  the  Research,  Development,  Test  and  Evaluation 
and  Procurement  Appropriations  were  estimated  at  $4  billion. 

The  acquisition  strategy  that  the  Army  established  for  the  AAWS-M 
Program  provided  for  two  contractors  to  jointly  develop  the 
missile  system  and  then  compete  for  production  contracts  upon 
completion  of  low-rate  initial  production.  In  June  1989,  the 
Army  awarded  a  full-scale  development,  cost-plus-incentive-fee 
contract  to  TI/Martin  AAWS-M  Joint  Venture  (the  Joint  Venture)  to 
develop  the  AAWS-M.  The  contract  provided  for  a  36-month, 
$169.7  million  full-scale  development  program.  The  Joint  Venture 
was  formed  by  Texas  Instruments,  Incorporated,  and  Martin 
Marietta  Corporation. 

In  July  1990,  as  a  result  of  contract  cost  overruns,  the  full- 
scale  development  contract  was  rebaselined  to  $236  million.  The 
contract  cost  overruns  continued  into  1991,  resulting  in  a 
proposed  restructure  of  the  AAWS-M  Program.  The  Army  proposed  a 
restructured  development  program  with  a  revised  contract  cost 
baseline  of  $372  million  and  a  period  of  contract  performance  of 
48  months.  The  Conventional  Systems  Committee  met  on  May  20  and 
29,  1991,  and  the  Defense  Acquisition  Board  met  on  June  6,  1991, 
to  consider  the  proposed  restructured  AAWS-M  Program.  On 
September  27,  1991,  the  Under  Secretary  of  Defense  for 
Acquisition  issued  an  Acquisition  Decision  Memorandum  that 
directed  a  54-month  program.  The  contract  cost  was  being 
negotiated  as  of  November  1,  1991.  This  restructured  program 
will  extend  the  initial  operational  capability  to  the 
late  1990's. 


Objectives 

The  overall  audit  objective  was  to  evaluate  the  program 
management  of  the  AAWS-M  Program  to  determine  the  adequacy  of 
efforts  for  development  of  an  economical  and  efficient  system  and 
for  the  system's  production  and  deployment.  We  performed  the 
audit  in  accordance  with  our  critical  program  management  elements 
approach.  Under  this  approach/  we  focused  our  audit  on  a  review 
of  11  program  management  elements  that  were  critical  to  the 
AAWS-M  Program  in  its  early  full-scale  development  phase.  Our 
review  of  contracting,  force  structure  integration, 
manufacturing,  detailed  test  planning,  schedule  adequacy,  cost 
realism  versus  budget,  mission  critical  computer  resources,  and 
program  stability  contributed  to  three  findings  presented  in 
Part  II  of  this  report.  The  results  of  our  review  of  integrated 
logistics,  program  management  organization,  and  review  and  audit 
open  items  did  not  disclose  any  major  weaknesses,  as  discussed  in 
Appendix  A. 

Scope 

This  performance  audit  was  conducted  from  June  1990  to 
April  1991  in  accordance  with  auditing  standards  issued  by  the 
Comptroller  General  of  the  United  States  as  implemented  by  the 
Inspector  General,  DoD,  and  accordingly  included  such  tests  of 
internal  controls  as  were  deemed  necessary.  We  obtained  and 
reviewed  data  and  information,  dated  from  September  1984  through 
April  1991,  to  accomplish  our  objective  in  each  of  the  11  program 
management  elements.  We  interviewed  personnel  involved  in  the 
acquisition  of  the  AAWS-M  and  other  cognizant  personnel.  A  list 
of  the  activities  visited  or  contacted  during  the  audit  is  in 
Appendix  E. 

Internal  Controls 


We  reviewed  the  inteuial  controls  applicable  to  the  critical 
program  management  elements  of  the  AAWS-M  Program.  In  assessing 
the  internal  controls,  we  evaluated  internal  control  techniques, 
such  as  management  plans,  written  policies  and  procedures, 
and  management  initiated  reviews.  The  audit  identified  a 
material  internal  control  weakness,  as  defined  by  Public 
Law  97-255,  Office  of  Management  and  Budget  Circular  A-123,  and 
DoD  Directive  5010.38.  Controls  were  not  in  place  to  ensure  the 
effectiveness  of  a  subcontractor's  cost  and  schedule  control 
system  (Finding  C).  Recommendations  C.l.  and  C.2.  in  this 
report,  if  implemented,  will  correct  the  weakness.  Recommen¬ 
dations  C.l.  and  C.2.  will  not  result  in  quantifiable  monetary 
benefits.  However,  implementation  of  the  recommendations  will 
result  in  more  accurate  and  complete  Cost  Performance  Reports, 
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which  the  AAWS-M  Project  Office  used  to  monitor  the  cost  and 
schedule  of  the  AAWS-M  Program. 

Prior  Audits  and  Other  Reviews 


There  have  been  four  pievious  audits  concerning  the  AAWS-M.  The 
four  audits  focused  on  the  budget  requirements,  the  joint 
acquisition  process,  the  acquisition  status  of  selected  systems, 
and  the  collection  of  information  on  joint  major  programs. 
Synopses  of  these  four  audit  reports  are  in  Appendix  B. 
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PART  II  -  FINDINGS  AND  RECOMMENDATIONS 


A.  PROPOSED  RESTRDCTDRED  PROGRAM 

The  Army's  proposal  to  restructure  the  AAWS-M  Program  was  based 
on  a  contractor's  estimate  of  $372  million,  which  the  Army  had 
not  validated.  The  Army  did  not  validate  the  contractor's 
estimate  because  the  contractor  had  not  developed  cost  data  to 
support  its  estimate  when  the  Army  was  developing  its  proposal  to 
restructure  the  AAWS-M  Program.  Furthermore,  there  was  not 
sufficient  time  for  the  contractor  to  develop  detailed  support 
for  its  estimate  before  the  next  scheduled  review  of  the  AAWS-M 
Program  by  the  Army  Acquisition  Executive.  Since  the 

contractor's  estimate  had  not  been  validated,  it  is  uncertain  as 
to  whether  the  full-scale  development  contract  for  the  AAWS-M 
Program  can  be  completed  for  $372  million. 

DISCUSSION  OF  DETAILS 


Background 

The  Army  has  experienced  substantial  contract  cost  growth  in 
developing  the  AAWS-M.  In  June  1989,  the  Army  awarded  a  contract 
to  the  Joint  Venture  for  a  36-month,  $169.7  million  full-scale 
development  program.  Cost  and  schedule  overruns  during  the  first 
12  months  of  the  contract  resulted  in  a  rebaselining  of  the 
contract  cost  in  July  1990.  In  July  1990,  the  Army  established 
an  over  target  baseline  cost  of  $236  million,  but  the  program 
schedule  remained  at  36  months.  During  the  Defense  Acquisition 
Board  Program  review  on  December  5,  1990,  the  Army  reported  that 
contract  costs  could  grow  to  $263  million,  but  the  Army 
considered  the  36-month  schedule  executable.  Less  than  6  weeks 
later  on  January  14,  1991,  the  Joint  Venture  reported  that  the 
36-month  program  was  no  longer  executable.  The  Joint  Venture 
assessed  the  Program  as  executable  at  40  months  and  $329  million, 
if  no  funding  constraints  were  applied  during  FY  1991.  However, 
FY  1991  funding  was  limited  to  $240  million.  As  a  result,  the 
Joint  Venture  revised  its  estimate  to  48  months  and 
$362  million.  The  Joint  Venture  later  increased  its  estimate  to 
$372  million  over  a  48-month  period. 

Because  of  continued  cost  growth,  the  Army  Acquisition  Executive 
in  January  1991  directed  the  Program  Executive  Officer  for  Fire 
Support  to  lay  out  a  program  that  would  have  a  high  probability 
of  success  and  would  not  force  the  Program's  schedule.  Also,  DoD 
Directive  5000. l,i/  "Major  and  Non-Major  Defense  Acquisition 


1/  DoD  Directive  5000.1  was  updated  and  republished  February  23, 
1991. 
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Programs,"  September  1,  1987,  required  that  DoD  Components 
conduct  meaningful  and  realistic  long-range  planning  and 
realistically  estimate,  program,  budget,  and  fund  acquisition 
programs.  In  turn,  the  Program  Executive  Officer  directed  that  a 
"Red  Team"  be  formed  to  assess  the  cost  and  technical  status  of 
the  AAWS-M  Program.  To  perform  the  assessment,  the  "Red  Team" 
visited  the  contractor's  site  at  Denton,  Texas,  from  February  6 
through  February  8,  1991,  and  again  on  February  23,  1991. 

Initially,  the  "Red  Team"  concluded  that  the  AAWS-M  full-scale 
development  program  could  extend  up  to  60  months  and  cost 
$520  million  (later  refined  to  $423.8  million),  which  was  higher 
than  the  Joint  Venture's  originally  proposed  48-month, 
$362  million  program.  However,  on  February  23,  1991,  the  Joint 
Venture  presented  technical  and  schedule  information  on  a 
restructured  48-month  program  to  the  "Red  Team"  in  response  to 
the  "Red  Team's"  findings.  After  considering  the  Joint  Venture's 
presentation,  the  "Red  Team"  revised  its  conclusions  and  accepted 
the  technical  and  schedule  aspects  of  the  Joint  Venture's 
proposed  restructured  48-month  program.  This  program  added 
$10  million  for  risk  abatement  efforts  directed  by  the  Program 
Executive  Officer,  along  with  contractor  steps  for  risk 
abatement,  resulting  in  a  total  contractor  proposed  cost  of 
$372  million. 

Although  the  "Red  Team"  accepted  the  Joint  Venture's  proposed 
program,  the  "Red  Team's"  acceptance  was  based  on  the  Joint 
Venture's  plan  to  incorporate  and  execute  risk  mitigation  factors 
in  the  development  of  several  components  of  the  AAWS-M  System. 
Furthermore,  the  "Red  Team"  recommended  that  performance 
milestones  be  incorporated  into  the  restructured  program  on  the 
components  for  which  risk  mitigation  factors  were  applied  and 
that  the  AAWS-M  Project  Manager  establish  a  formal  Government 
Action  Team  to  monitor  performance  in  each  risk  mitigation 
area.  The  recommendations,  if  adopted,  should  provide  oversight 
of  areas  with  development  risk. 

Proposed  Restructured  Program 

The  Program  Executive  Officer  also  accepted  the  Joint  Venture's 
program  and  presented  it  to  the  Army  Acquisition  Executive  on 
March  4,  1991.  The  Army  Acquisition  Executive  also  accepted  the 
program,  as  stated  in  a  decision  memorandum  dated  March  6,  1991, 
and  directed  that  the  program  be  presented  to  the  Conventional 
Systems  Committee  and  the  Defense  Acquisition  Board. 
Presentations  to  the  Conventional  Systems  Committee  were  made  on 
May  20  and  29,  1991,  and  to  the  Defense  Acquisition  Board  on 
June  6,  1991. 
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The  Army  did  not  validate  the  basis  for  the  Joint  Venture's 
$372  million  estimate  to  complete  the  full-scale  development 
contract.  One  of  the  objectives  of  the  Army's  "Red  Team"  was  to 
determine  the  adequacy  of  the  Joint  Venture's  estimate  through  a 
detailed  review  of  the  estimated  cost  by  work  breakdown 
structure,  cost  accounts,  and  work  packages.  When  the  "Red  Team" 
made  its  review,  details  of  the  Joint  Venture's  $372  million 
estimate  were  not  available  for  review.  Furthermore,  there  was 
not  sufficient  time  for  the  Joint  Venture  to  develop  the  details 
supporting  the  estimate  before  the  next  scheduled  program 
review.  Therefore,  the  Army  accepted  the  Joint  Venture's 
estimate  based  on  the  "Red  Team's"  conclusion. 

In  the  absence  of  any  Army  analyses  of  the  Joint  Venture's 
estimate,  we  questioned  the  reasonableness  of  the  Joint  Venture's 
estimate  and  the  Army's  use  of  the  estimate  as  the  cost  necessary 
to  complete  the  full-scale  development  phase  of  the  AAWS-M 
Program. 

We  were  not  the  first  to  question  the  reasonableness  of  the  Joint 
Venture's  estimate.  In  a  February  12,  1991,  memorandum,  the 
Deputy  Commander,  Defense  Plant  Representative  Office,  Texas 
Instruments,  advised  the  Commander,  U.S.  Army  Missile  Command, 
that  the  Joint  Venture  had  historically  reported  inaccurate 
estimates  for  the  AAWS-M  Program.  The  Deputy  Commander  further 
stated  that  without  in-depth  reviews  of  the  support  behind  the 
estimate,  it  would  seem  inappropriate  to  place  much  confidence  in 
the  validity  of  the  estimate. 

Need  for  Analyses  of  the  Joint  Venture's  Estimate 

Because  of  the  absence  of  an  Army  analysis  of  the  Joint  Venture's 
estimate,  we  performed  a  limited  review  of  the  Joint  Venture's 
estimate,  which  was  reported  on  the  Cost  Performance  Report,  as 
of  March  31,  1991.  Our  limited  review  at  Texas  Instruments 
covered  Cost  Account  li242M  (Focal  Plane  Array  Deliveries),  which 
showed  an  estimate  of  *  .  The  Cost  Account  reflected 
the  cost  of  the  delivery  of  177  focal  plane  arrays. 

Our  review  of  the  Cost  Account  indicated  that  the  Joint  Venture's 
estimate  of  *  was  too  low.  Texas  Instruments  had 
manufactured  48  focal  plane  arrays.  Of  the  48  focal  plane 
arrays,  17  were  manufactured  at  a  cost  of  *  under 
Cost  Account  11242M.  As  such,  the  17  focal  plane  arrays  cost 
about  *  each.  The  Cost  Account  also  showed  that  an 
additional  160  focal  plane  arrays  would  be  produced  for 
*  or  about  *  each.  Since  the  first  17  focal  plane 
arrays  cost  about  *  each,  we  questioned  the  reasonableness 
of  the  Joint  Venture's  estimate  to  produce  the  other  160  focal 


*  Company  confidential  or  proprietary  information  deleted. 
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plane  arrays  at  a  cost  of  about  *  each.  Another  reason  for 
questioning  the  reasonableness  of  the  Joint  Venture's  estimate 
for  the  other  160  focal  plane  arrays  was  that  none  of  the 
17  focal  plane  arrays  that  were  produced  met  specifications. 
Other  factors  indicating  needs  for  an  Army  analysis  of  the  Joint 
Venture's  estimate  involved  the  producibility  of  a  key  part  of 
the  AAWS-M  and  the  flexibility  in  the  schedule  on  which  the  Joint 
Venture  based  its  cost  estimate. 

Producibility  of  the  focal  plane  array.  The  Joint  Venture's 
estimate  of  the  cost  to  complete  the  full-scale  development  was 
based  on  personal  judgment  rather  than  cost  and  schedule 
experience  because  major  subcontractors  had  not  yet  demonstrated 
that  the  focal  plane  array,  a  key  component  of  the  AAWS-M 's 
seeker,  can  be  produced  in  mass  quantities  and  at  a  reasonable 
cost.  The  Army  required  258  focal  plane  arrays  for  the  full- 
scale  development  program.  The  Joint  Venture  awarded  a 
subcontract  to  Texas  Instruments  to  develop  and  manufacture  the 
258  focal  plane  arrays.  The  Joint  Venture  also  awarded  a 
subcontract  to  Martin  Marietta  Corporation  for  five  focal  plane 
arrays.  The  contract  for  the  five  focal  plane  arrays  was  not 
awarded  to  support  the  full-scale  development  program  but  to 
establish  a  second  source  that  could  be  used  for  competition  when 
the  AAWS-M  entered  the  production  phase.  Martin  Marietta 
Corporation  awarded  a  third  tier  subcontract  to  the  Santa  Barbara 
Research  Center  of  the  Hughes  Aircraft  Company  for  the  five  focal 
plane  arrays.  As  of  March  31,  1991,  Texas  Instruments  had 
manufactured  48  focal  plane  arrays,  but  none  of  the  focal  plane 
arrays  were  of  the  required  quality.  As  of  March  31,  1991, 
Hughes  Aircraft  Company  had  manufactured  one  focal  plane  array, 
but  problems  existed  with  it.  As  a  risk  abatement  procedure,  the 
Joint  Venture  modified  the  contract  with  Martin  Marietta 
Corporation  to  obtain  60  more  focal  plane  arrays  from  the  Hughes 
Aircraft  Company. 

Until  the  Joint  Venture  demonstrates  that  it  can  produce  quality, 
affordable  focal  plane  arrays  in  quantities  to  satisfy 
production,  there  is  no  basis  for  establishing  a  reliable 
estimate,  based  on  cost,  to  complete  the  full-scale  development 
contract.  We  recognize  that  our  review  covered  only  4  percent  of 
the  estimated  contract  cost.  However,  the  cost  reviewed  was  for 
the  manufacture  of  focal  plane  arrays,  which  represents  a  high 
risk  component  and  potential  schedule  slippages. 

Flexibility  of  schedule.  The  Joint  Venture's  estimate  of 
the  cost  to  complete  the  full-scale  development  contract  was 
based  on  a  success  oriented  schedule  that  provided  for  little 
slippage.  However,  we  believe  there  is  high  potential  for 
schedule  slippage  for  the  following  reasons. 


*  Company  confidential  or  proprietary  information  deleted. 
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Schedule  for  testing.  It  is  questionable  as  to  whether 
the  contractor  can  manufacture  enough  focal  plane  arrays  to  meet 
the  schedule  for  Production  Proveout  Testing  and  Preproduction 
Qualification  Testing.  A  total  of  258  focal  plane  arrays  was 
required  for  missiles  that  will  be  used  for  Production  Proveout 
Testing  and  Preproduction  Qualification  Testing.  Texas 
Instruments  has  manufactured  48  focal  plane  arrays,  which  can  be 
used  for  testing  even  though  they  do  not  meet  required 
specifications.  As  a  risk  abatement,  Martin  Marietta  Corporation 
awarded  Hughes  Aircraft  Company  a  letter  contract  for  60  focal 
plane  arrays.  However,  150  more  focal  plane  arrays  will  be 
required  for  the  test  schedule.  Texas  Instruments  will  not 
produce  focal  plane  arrays  in  any  significant  quantities  from 
April  1,  1991,  to  September  30,  1991,  because  it  will  be 
improving  its  focal  plane  array  manufacturing  process  and  not 
producing.  Texas  Instruments  planned  to  restart  its  focal  plane 
array  manufacturing  facility  in  October  1991,  if  required 
improvements  are  made.  On  the  other  hand,  if  Texas  Instruments 
is  unable  to  make  the  improvements,  we  question  whether  Texas 
Instruments  will  be  able  to  restart  production  in  October  1991 
and  manufacture  the  required  150  focal  plane  arrays  that  meet 
specifications.  Army  officials  told  us  that  if  Texas  Instruments 
cannot  produce  the  remaining  150  focal  plane  arrays,  they  will  be 
obtained  from  Hughes  Aircraft  Company  or  an  additional  source. 
These  risk  abatement  procedures  may  result  in  obtaining  the 
required  focal  plane  arrays.  However,  we  believe  that  the  time 
required  to  initiate  necessary  procurement  actions  would  cause 
slippage  in  the  already  tight  schedule. 

Array  processor  redesign.  The  Joint  Venture  stated 
that  a  complete  redesign  of  the  array  processor  may  be  needed. 
If  additional  redesign  is  needed,  the  redesign  would  not  be 
completed  in  time  to  support  Preproduction  Qualification  Testing, 
which  is  scheduled  to  begin  in  March  1992,  because  the  schedule 
did  not  provide  for  additional  redesign. 

Propulsion  system  redesign.  The  Joint  Venture  also 
stated  that  the  propulsion  system  may  require  a  complete 
redesign.  If  additional  redesign  is  required,  it  would  not  be 
completed  in  time  to  support  Preproduction  Qualification  Testing 
because  the  schedule  did  not  provide  for  additional  redesign. 

Plight  schedule.  The  Preproduction  Qualification  Test 
schedule,  consisting  of  195  flight  and  sled  tests,  was  very 
optimistic.  Even  if  the  focal  plane  arrays,  array  processors, 
and  propulsion  systems  are  available  to  support  the  building  of 
the  test  missiles,  the  number  of  flight  and  sled  tests  scheduled 
could  be  difficult  to  achieve  because  of  potential  inclement 
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weather  during  testing.  The  schedule  provided  for  105  tests  from 
October  1992  through  March  1993,  when  weather  could  delay 
scheduled  testing.  The  Program  Executive  Officer  stated  that  if 
the  weather  delayed  scheduled  testing,  the  testing  would  be  moved 
to  the  White  Sands  Missile  Range.  We  agree  that  this  action 
could  be  taken;  however,  the  change  in  test  location  would  take 
time  and  would  delay  the  test  schedule. 

Potential  Effects  of  the  Proposed  Restructured  Program 

If  the  AAWS-M  Program  is  restructured  based  on  the  Joint 
Venture's  estimate  for  completing  the  full-scale  development 
contract,  it  is  likely  that  the  program  will  again  experience 
cost  overruns.  Additionally,  the  uncertainty  in  the  cost 
estimate  for  completing  the  full-scale  development  contract 
complicates  the  development  of  a  realistic  cost  estimate  for  the 
total  AAWS-M  Program. 

Actions  Taken  by  Management 

On  March  11,  1991,  the  Army  Acquisition  Executive  directed  the 
establishment  of  a  "Blue  Team"  to  identify  the  problems,  as  well 
as  the  consequences  of  problems,  with  the  seeker  focal  plane 
array,  command  launch  unit,  and  tracker.  The  "Blue  Team" 
completed  its  assessment  of  the  AAWS-M  Program  on  April  20, 
1991.  Overall,  the  "Blue  Team"  concluded  that,  with  the  risk 
reducers  in  place  the  Army's  restructured  48-month  program  was 
achievable  but  could  cost  $433  million.  One  of  the  main  reasons 
for  the  "Blue  Team"  concluding  that  the  program  could  be 
completed  in  48  months  was  that  the  perceived  progress  that  the 
Santa  Barbara  Research  Center  of  the  Hughes  Aircraft  Company  had 
made  in  developing  a  critical  component  of  the  AAWS-M 's  seeker — 
the  focal  plane  array.  As  previously  discussed,  the  Joint 
Venture  was  having  much  difficulty  in  developing  focal  plane 
arrays  that  met  performance  requirements.  The  "Blue  Team" 
concluded  that  there  was  evidence  that  the  Santa  Barbara  Research 
Center  had  progressed  to  a  point  where  it  would  be  able  to 
develop  enough  focal  plane  arrays  to  provide  75  percent  of  the 
focal  plane  arrays  needed  during  f\ill-scale  development.  The 
"Blue  Team"  also  suggested  that  the  Army  accept  the  focal  plane 
array  at  80  percent  of  the  performance  requirements  specified  in 
the  contract. 

On  April  30,  1991,  the  Acting  Under  Secretary  of  Defense  for 
Acquisition  issued  a  memorandum  to  the  Assistant  Secretary  of  the 
Army  (Research,  Development  and  Acquisition)  stating  that  there 
was  a  need  to  explore  programming  alternatives  in  addition  to  the 
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Army's  proposed  48-month  program.  The  alternatives  that  the 
Under  Secretary  suggested  ranged  from  terminating  full-scale 
development  of  the  AAWS-M  Program  to  returning  the  Program  to 
technology  development.  Further,  the  memorandum  stated  that 
there  was  a  need  to  revisit  the  Cost  and  Operational 
Effectiveness  Analysis,  which  was  used  during  Milestone  II  in 
light  of  uncertainties  about  overall  program  cost. 

Additional  Actions  Needed  on  the  Part  of  Management 

The  actions  initiated  by  management  should  be  helpful  to  Defense 
mangers  in  deciding  the  most  beneficial  course  of  action  for  DoD 
on  the  AAWS-M  Program.  However,  we  believe  additional  actions 
are  needed  in  order  for  managers  to  have  the  information  to 
select  the  most  beneficial  course  of  action.  Specifically, 
rather  than  considering  alternatives  to  the  proposed  restructured 
program  as  suggested  by  the  Acting  Under  Secretary  of  Defense  for 
Acquisition,  the  Army  needs  to  determine  the  cost  of  each  program 
alternative  so  that  acquisition  decisionmakers  can  determine  the 
cost  consequences  and  benefits  of  their  decisions.  The  Army  also 
needs  to  obtain  from  the  appropriate  Defense  Plant  Representative 
Offices  detailed  analyses  of  the  Joint  Venture's  estimate  and 
determine  the  reasonableness  of  the  Joint  Venture's  estimate  of 
$372  million  to  complete  the  full-scale  development  contract. 
Last,  we  believe  it  would  be  beneficial  for  the  Army  to  present 
to  the  Defense  Acquisition  Board  an  updated  estimate  of  the  cost 
to  complete  the  full-scale  development  of  the  AAWS-M  before  DoD 
releases  FY  1992  funds  for  the  AAWS-M.  Providing  such  an  update 
should  not  require  a  great  deal  of  effort  if  the  Army  adopts  the 
"Red  Team's"  recommendation  that  provided  for  the  AAWS-M  Project 
Manager  to  monitor  risk  mitigation  areas,  and  the  update  would 
enable  management  to  determine  whether  the  risk  mitigation  was 
effective  before  releasing  FY  1992  funds. 

RECOMMENDATIONS,  MANAGEMENT  COMMENTS,  AND  AUDIT  RESPONSE 

We  recommend  that  the  Under  Secretary  of  Defense  for  Acquisition 
require  that  the  Assistant  Secretary  of  the  Army  (Research, 
Development  and  Acquisition): 

1.  Identify  the  cost  of  the  program  alternatives  identified 
in  the  Under  Secretary's  April  30,  1991,  memorandum.  Subject: 
"Advanced  Antitank  Weapon  System-Medium,"  and  present  the  costs 
of  the  alternatives  to  the  Defense  Acquisition  Board. 

OSD  comments.  The  Deputy  Director  (Tactical  Warfare 
Programs),  Office  of  the  Director  of  Defense  Research  and 
Engineering,  partially  concurred  with  the  finding  but  did  not 
specifically  comment  on  Recommendation  A.l.  The  full  text  of  the 
Deputy  Director's  comments  is  in  Part  IV  of  the  report. 
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Audit  response.  Although  the  Deputy  Director  did  not 
specifically  comment  on  Recommendation  A.I.,  our  review  of 
documentation  that  Army  officials  used  to  brief  the 
Conventional  Systems  Committee  on  May  20  and  May  29,  1991, 
showed  that  the  Army  presented  to  the  Conventional  Systems 
Committee  the  costs  of  returning  the  program  to  advanced 
development  and  termination.  Also,  the  officials  presented 
the  results  of  their  analyses  of  the  cost-effectiveness  of 
the  fire  and  forget  approach.  In  addition,  OSD  officials 
presented  Recommendation  A.l.  to  the  Conventional  Systems 
Committee  on  May  29,  1991,  and  stated  that  the  cost  of 
program  alternatives  had  been  determined.  These 
presentations  satisfied  the  intent  of  our  recommendation.  As 
such,  no  further  comments  are  required  on  Recommendation  A.l. 

2.  Obtain  analyses  of  the  Joint  Venture's  estimate  from 
appropriate  Defense  Plant  Representative  Offices  and  use  the 
results  of  those  analyses  to  determine  the  reasonableness  of  the 
Joint  Venture's  estimate  of  $372  million. 

OSD  comments.  The  Deputy  Director  did  not  express 
concurrence  or  nonconcurrence  with  Recommendation  A. 2.  However, 
he  stated  that  the  Army's  "Red  Team"  conducted  an  extensive 
assessment  of  the  proposed  48-month  restructured  program.  This 
assessment  is  documented  in  Volumes  I  and  II  of,  "AAWS-M  Cost 
Growth  Red  Team  Final  Report,"  March  30,  1991.  The  Deputy 
Director  further  stated  that  after  the  "Red  Team's"  assessment 
and  publication  of  its  final  report,  and  as  a  result  of 
Conventional  Systems  Committee  reviews  on  May  20  and  May  29, 
1991,  the  funding  profile  of  $372  million  for  the  AAWS-M  Program 
may  no  longer  be  valid.  Additional  work  and  a  schedule  extension 
are  under  consideration  as  a  result  of  the  June  6,  1991,  Defense 
Acquisition  Board  meeting.  Among  the  alternatives  under 
consideration  is  a  program  based  on  a  56-month  Engineering  and 
Manufacturing  Development  phase  at  a  total  program  cost  of 
$596.2  million. 

Audit  response.  Although  not  mentioned  in  the  Deputy 
Director’s  comments,  a  "Blue  Team"  was  established  to  review 
the  cost  and  schedule  of  the  proposed  restructured  AAWS-M 
Program.  The  actions  that  the  "Blue  Team,"  Conventional 
Systems  Committee,  and  Defense  Acquisition  Board  took  to 
assess  the  reasonableness  of  the  Army's  proposed  48-month, 
$372  million  program  were  responsive  to  the  intent  of 
Recommendation  A. 2.  Therefore,  no  further  comments  are 
required  on  Recommendation  A. 2. 
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3.  Present  an  updated  estimate  of  the  cost  to  complete  the 
full-scale  development  of  the  Advanced  Antitank  Weapon  System- 
Medium. 

OSD  comments.  The  Deputy  Director  also  did  not  express 
concurrence  or  nonconcurrence  with  Recommendation  A. 3.  However, 
he  stated  that  among  the  alternatives  under  consideration  is  a 
program  based  on  a  56— month  Engineering  and  Manufacturing 
Development  phase  at  a  total  program  cost  of  $596.2  million.  The 
program  will  be  reviewed  by  the  Cost  Analysis  Improvement  Group 
before  the  Defense  Acquisition  Board  reconvenes. 

Audit  response.  The  actions  planned  on  this  recommendation 
were  responsive.  As  such,  we  revised  Recommendation  A. 3.  to 
delete  that  portion  relating  to  the  release  of  FY  1992 
funds.  The  Defense  Acquisition  Executive  issued  an 
Acquisition  Decision  Memorandum  on  September  21,  1991, 
directing  a  54-raonth  Engineering  and  Manufacturing 
Development  Program  (Appendix  C).  The  contract  cost  was 
being  negotiated  as  of  November  1,  1991. 
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B.  SYSTEM  WEIGHT 


The  AAWS-M  was  too  heavy  to  be  one-man-portable.  The  AAWS-M  was 
too  heavy  because  the  original  weight  limitation  for  the  system 
was  established  at  too  high  a  level/  and  the  contractor  was 
unable  to  stay  within  the  weight  limitation  prescribed  for  the 
AAWS-M.  As  a  result,  the  AAWS-M  was  not  operationally  suitable 
for  planned  deployment  with  light  infantry  and  airborne  rangers. 

DISCUSSION  OP  DETAILS 


Background 

The  AAWS-M  is  a  medium  range,  one-man-portable,  shoulder  fired, 
antitank  weapon  system,  which  is  planned  to  replace  the  Dragon 
Weapon  System.  The  AAWS-M  will  be  an  essential  part  of  the  rifle 
squads  in  Infantry  and  Combat  Engineer  units.  The  AAWS-M  is  a 
squad  weapon  that  is  carried  by  a  gunner  who  must  be  able  to  keep 
up  with  the  rest  of  the  squad  and  negotiate  distances  up  to 
10  kilometers  and  obstacles  encountered  by  other  squad  members, 
that  is,  riflemen  or  automatic  weapon  gunners. 

According  to  Military  Standard  1472D,  "Human  Engineering  Design 
Criteria  for  Military  Systems,  Equipment  and  Facilities," 
March  14,  1989,  "the  total  load  carried  by  an  individual, 
including  clothing,  weapons  and  equipment  for  close  combat 
operations  should  not  exceed  30  percent  of  body  weight,  and  for 
marching  45  percent  of  body  weight."  Additionally,  Field 
Manual  7-10,  "The  Infantry  Rifle  Company,"  chapter  8,  "Combat 
Service  Support,"  December  14,  1990,  states  that  the  amount  of 
weight  that  a  soldier  must  carry  has  the  greatest  impact  on  the 
ability  of  a  rifle  company  to  perform  its  tactical  operations. 

Combat  Load 


The  total  weight  of  the  AAWS-M  and  other  equipment  (combat  load) 
that  a  soldier  must  carry  in  combat  exceeded  the  recommended 
weight  that  all  soldiers  could  carry  in  combat  and  be  effective. 
We  determined  the  weight  of  the  AAWS-M  to  be  49.25  pounds  by 
reviewing  the  Joint  Venture  Monthly  Progress  Report  for 
December  1990. 


Component  Pounds 

Missile  26.50 

Command  Launch  Unit  13.91 

Launch  Tube  Assembly  8.84 

Total  System  49.25 
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However,  the  49.25  pounds  did  not  include  the  weight  of 
replacement  batteries  for  the  Command  Launch  Unit  (2.25  pounds) 
or  Launch  Tube  Assembly  (1.06  pounds).  The  batteries  provide  the 
energy  to  operate  the  cooling  subsystem  for  the  AAWS-M  system, 
and  if  the  batteries  are  not  available,  the  AAWS-M  system  becomes 
inoperable.  If  the  weight  of  the  batteries  is  added  to  the 
projected  weight  of  the  system,  the  system  would  weigh 
52.56  pounds.  However,  we  excluded  the  weight  of  the  batteries 
from  our  analyses  because  the  batteries  could  be  carried  by  the 
assistant  gunner,  not  by  the  primary  gunner. 

tie  determined  the  weight  of  the  other  equipment  that  a  soldier 
would  carry  in  combat  by  using  Military  Standard  1472D, 
table  XXVI,  "Human  Engineering  Design  Criteria  for  Military 
Systems,  Equipment  and  Facilities."  We  found  that  the  weight  of 
the  typical  combat  load  (temperate  zone)  consisted  of  clothing 
and  equipment  at  53.19  pounds.  The  AAWS-M  gunner  would  carry  the 
combat  load  as  well  as  the  49.25  pounds  for  a  total  of 
102.44  pounds.  This  weight  does  not  include  31.24  pounds  of 
subsistence  that  a  soldier  would  be  required  to  carry  in 
instances  where  mechanized  support  cannot  be  provided. 

Soldiers'  Abilities  to  Carry  Combat  Loads 

To  determine  how  much  a  soldier  could  carry,  we  used  the  most 
recent  "Anthropometric  Survey  of  the  U.S.  Array  Personnel,  Methods 
and  Summary  Statistics,"  September  1989,  and  Military 
Standard  1472D.  The  Anthropometric  Survey  shows  that  male 
soldiers  in  the  5th  percentile  weighed  about  136  pounds, 
50th  percentile  weighed  about  171  pounds,  and  95th  percentile 
weighed  about  216  pounds.  Military  Standard  1472D  states  that 
soldiers  should  not  carry  more  than  30  percent  of  their  body 
weight  when  in  contact  with  the  enemy  or  45  percent  in  field 
marches.  Further,  Field  Manual  7-10  states  that  for  each  pound 
over  30  percent,  the  soldier  loses  a  proportional  amount  of  his 
functional  ability.  The  Joint  Service  Operational  Requirement 
for  the  AAWS-M  was  that  male  soldiers  in  the  5th  to 
95th  percentile  be  able  to  carry  the  AAWS-M. 

By  comparing  the  total  equipment  weight  to  various  body  weights 
of  soldiers,  we  concluded  that  the  AAWS-M  could  be  carried  by 
only  5  percent  of  the  soldiers  if  the  system's  weight  was  35  to 
42  pounds  and  could  not  be  carried  by  a  soldier  without  risk  of 
injury  to  the  soldier  or  degradation  of  the  soldier's  mission  if 
the  system's  weight  exceeded  45  pounds,  as  shown  on  the  following 
schedule. 
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Solditiri^*  Abilily  to  Carry  Combat  Loads 


SOLDIERS  BODY 

WEIGHT 

POUNDS  soldier 

CAN  CARRY 

CAN  SOLDIER  CARRY 
AND  THE 

A  COMBAT  LOAD 

AAWS-M? 

PERCENTILE 

POUNDS 

MARCHING 

COMBAT 

SS.iyy  95.19:^'' 

98.19 

102.4 

5 

135.78 

40.73 

NO 

NO 

NO 

NO 

61 .  iiJ 

NO 

NO 

NO 

NO 

50 

171 .27 

51.38 

NO 

NO 

NO 

NO 

77.0/ 

NO 

NO 

NO 

NO 

95 

216,21 

64.86 

NO 

NO 

NO 

NO 

97.29 
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1/  Combat  load  soldier  would  be  carrying:  clothing  19,47  pounds,  equipment  33,72  pounds, 
AAWS-M  system  at  35  pounds. 

2/  Combat  load  soldier  would  be  carrying:  clothing  19.47  pounds,  equipment  33,72  pounds, 
AAWS-M  system  at  42  pounds. 

3/  Combat  load  soldier  would  be  carrying:  clothing  19,47  pounds,  equipment  33.72  pounds, 
AAWS-M  system  at  45  pounds. 

4/  Combat  load  soldier  would  be  carrying:  clothing  19.47  pounds,  equipment  33.72  pounds, 
AAWS-M  system  at  49.25  pounds. 


The  combat  load  does  not  include  the  31.24  pound  subsistence  load 
the  soldier  would  be  required  to  carry  when  mechanized  support  is 
not  available. 

Reasons  for  Excess  Weight 

The  AAWS-M  was  too  heavy  for  two  reasons.  First,  the  original 
weight  requirement  for  the  AAWS-M  was  too  high.  The  Joint  Ser¬ 
vice  Operational  Requirement,  April  4,  1986,  required  "the  weight 
of  one  complete  system  (includes  command  launch  unit,  one  round, 
consumable  and  carrying  equipment  for  at  least  four  hours  of 
operation)  shall  be  no  greater  than  45  pounds  (35  desired)."  The 
AAWS-M  Acquisition  Decision  Memorandum,  December  7,  1990, 
approved  a  baseline  threshold  change  in  the  weight  to 
49.5  pounds.  The  Assistant  Secretary  of  Defense  (Force  Manage¬ 
ment  and  Personnel),  who  is  responsible  for  personnel  safety 
issues,  and  the  O.S.  Army  Deputy  Chief  of  Staff  for  Personnel, 
who  is  responsible  for  issues  related  to  soldiers'  combat  loads, 
were  not  aware  that  weight  issues  were  being  addressed  during  the 
Defense  Acquisition  Board  review.  Second,  the  contractor  was 
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unable  to  maintain  the  maximum  weight,  of  45  pounds.  The  weight 
of  the  AAWS-M  had  grown  to  49.25  pounds,  as  shown  in  the  December 
1990  Joint  Venture  progress  report. 

Results  of  Excess  Weight 

The  soldier's  load  is  a  crucial  concern  in  deciding  if  the  AAWS-M 
system  will  be  operationally  suitable  for  planned  deployment.  A 
typical  soldier  cannot  be  expected  to  carry  an  amount  exceeding 
30  percent  of  his  body  weight  and  still  retain  a  high  percentage 
of  his  agility,  stamina,  alertness,  and  mobility.  For  each  pound 
over  30  percent,  the  soldier  loses  a  proportional  amount  of  his 
functional  ability.  Therefore,  the  success  and  survival  of  the 
gunner  depends  largely  on  his  ability  to  carry  the  system.  The 
system  at  49.25  pounds  fails  to  meet  the  Joint  Service 
Operational  Requirement  that  male  soldiers  in  the  5th  to 
95th  percentile  be  able  to  carry  the  system.  As  such,  we 
question  whether  the  AAWS-M  is  operationally  effective  and 
operationally  suitable  for  use  by  light  infantry  and  airborne 
rangers. 

RECOMMENDATIONS,  MANAGEMENT  COMMENTS,  AND  AUDIT  RESPONSE 

1.  We  recommend  that  the  Under  Secretary  of  Defense  for 
Acquisition,  in  conjunction  with  Assistant  Secretary  of  Defense 
(Force  Management  and  Personnel)  and  the  U.S.  Army  Deputy  Chief 
of  Staff  for  Personnel; 

a.  Revise  the  requirements  documentation  to  show  that  the 
Advanced  Antitank  Weapon  System— Medium  at  49.25  pounds  is  not 
one-man-portable . 

OSD  comments .  The  Deputy  Director  (Tactical  Warfare 
Programs),  Office  of  the  Director  of  Defense  Research  and 
Engineering,  nonconcurred  with  the  finding,  upon  which  we  based 
Recommendation  B.l.a.  He  stated  that  on  December  5,  1990,  the 
Defense  Acquisition  Board  reviewed  and  approved  a  weight  of 
49.5  pounds  for  the  AAWS-M.  He  further  stated  that  any  weight 
growth  beyond  49.5  pounds  will  result  in  program  termination. 

The  Deputy  Assistant  Secretary  of  Defense  (Requirements  and 
Resources),  Office  of  the  Assistant  Secretary  of  Defense  (Force 
Management  and  Personnel),  also  commented  on  the  proposed  actions 
and  stated  that  some  OSD  offices  share  our  opinion.  He  further 
stated  that  he  has  been  informed  that  the  term  "one-man-portable" 
now  refers  to  single  man  operation,  not  to  how  the  weapon  is  to 
be  transported.  Also,  the  Deputy  Assistant  Secretary  stated  that 
the  AAWS-M  Project  Manager  suggested  that  he  expects  the  AAWS-M 
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to  be  disassembled  and  divided  among  the  soldiers  during 
transit.  He  encouraged  Army  efforts  to  clarify  portability 
terminology  and/or  doctrine  regarding  distribution  or  balance  of 
soldiers'  loads.  The  full  text  of  the  Deputy  Assistant 
Secretary's  comments  is  in  Part  IV  of  the  report. 

Audit  response.  We  disagree  with  the  Deputy  Director's 
position  on  Recommendation  B.l.a.  The  weight  that  an 
individual  can  carry  is  constrained  by  physiological  factors 
that  cannot  be  changed  by  the  Defense  Acquisition  Board.  As 
discussed  on  pages  16  and  17  of  this  report,  the  weight  of 
the  AAWS-M,  when  combined  with  a  soldier's  combat  load. 


exceeds  the  weight  that 

95th  percentile  can  carry. 

soldiers 

in 

the 

5th 

to 

Other  officials  have 

also 

questioned 

the 

weight 

of 

the 

AAWS-M.  The  Deputy  Assistant  Secretary  of  Defense 
(Requirements  and  Resources),  in  a  May  28,  1991,  memorandum 
to  the  Chairman,  Conventional  Systems  Committee,  stated  that 
the  AAWS-M' s  weight  posed  a  risk  to  system  performance  and 
soldier  safety.  The  Deputy  Assistant  Secretary  referred  to 
Military  Standard  1472  weight  data  developed  by  the  Army 
Human  Engineering  Laboratory  and  the  Early  User  Test  and 
Evaluation  of  the  AAWS-M  to  support  his  position.  We  have 
not  been  made  aware  of  any  data  presented  to  the  Defense 
Acquisition  Board  that  would  refute  our  or  the  Deputy 
Assistant  Secretary’s  position.  Also,  the  Commander,  I 
Corps,  stated  in  a  July  1991  message  to  the  Commander  in 
Chief,  U.S.  Army  Forces  Command,  and  the  Commanding  General, 
Training  and  Doctrine  Command,  that  "Light  divisions  must 
have  a  truly  airlifted  anti-armor  system  that  can  defeat 
every  armor  vehicle.  AAWS-M  may  be  too  heavy  for  our  light 
infantry."  Therefore,  we  believe  that  our  recommendation  is 
still  valid  and  ask  that  the  Under  Secretary  of  Defense  for 
Acquisition  comment  again  on  the  recommendation.  Also,  we 
request  that  the  Assistant  Secretary  of  Defense  (Force 
Management  and  Personnel)  and  the  U.S.  Army  Deputy  Chief  of 
Staff  for  Personnel  comment  on  the  proposed  action. 

b.  Reduce  the  impact  of  the  weight  of  the  Advanced  Antitank 
Weapon  System-Medium  on  individual  soldiers  to  an  allowable  level 
either  by  making  the  system  crew-portable  rather  than  one-man- 
portable  or  by  developing  a  means  for  transporting  the  system 
rather  than  carrying  the  system. 

OSD  comments.  The  Deputy  Director  nonconcurred  with  the 
finding,  upon  which  we  based  the  recommendation.  He  stated  that 
there  is  no  intention  to  reconfigure  the  Army's  force  structure 
to  make  AAWS-M  a  crew-served  weapon. 
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The  Deputy  Assistant  Secretary  of  Defense  (Requirements  and 
Resources)  stated  that  his  office  has  urged  the  adoption  of  a 
formal  weight  reduction  effort.  He  further  stated  that  he  has 
learned  that  the  other  factors  contributing  to  the  weight  issue, 
such  as  the  contents  and  weight  of  the  soldier's  combat  and 
sustainment  loads,  are  being  explored  for  possible  reduction. 

Audit  response.  The  Deputy  Director's  comments  to 
Recommendation  B.l.b.  indicated  that  he  did  not  fully 
understand  the  intent  of  the  recommendation.  The  intent  of 
the  recommendation  was  to  add  reality  to  the  system  being 
portable,  not  to  change  the  Army’s  force  structure,  as 
interpreted  by  the  Deputy  Director.  As  such,  we  ask  the 
Deputy  Director  to  reconsider  his  position  on  the 
recommendation.  We  also  ask  the  Deputy  Director  to  consider 
other  officials'  comments  on  the  recommendations  when 
reconsidering  his  position.  The  Deputy  Assistant  Secretary 
(Requirements  and  Resources)  stated  that  he  encouraged  Army 
efforts  to  clarify  portability  terminology  and/or  doctrine 
regarding  distribution  of  soldiers  loads.  The  Staff 
Assistant  for  Army  Aviation  Programs,  Office  of  the 
Director,  Operational  Test  and  Evaluation,  stated  that  very 
few  soldiers  are  heavy  enough  to  carry  49.5  pounds  or  even 
45  pounds.  In  view  of  the  Deputy  Assistant  Secretary's  and 
Staff  Assistant's  position,  we  have  difficulty  understanding 
why  the  Deputy  Director  would  nonconcur  with  Recommendations 
B.l.a.  and  B.l.b.  We  also  request  responses  on  the  proposed 
action  from  the  Assistant  Secretary  of  Defense  (Force 
Management  and  Personnel)  and  the  U.S.  Army  Deputy  Chief  of 
Staff  for  Personnel.  The  responses  should  cover  the  areas 
specified  in  the  "Status  of  Recommendations"  section  at  the 
end  of  the  finding. 

2.  We  recommend  that  the  Director,  Operational  Test  and 
Evaluation,  require  that  the  Army  fully  test,  before  approval  of 
Milestone  III,  the  operational  effectiveness  and  operational 
suitability  of  the  method  or  procedure  established  as  a  result  of 
actions  taken  on  Recommendation  B.l.b.  Furthermore,  the  test 
should  be  conducted  with  soldiers  ranging  in  the  5  th  to 
95th  percentile  size  and  transporting  the  AAWS-M  for 
10  kilometers  over  all  types  of  terrains. 

OSD  comments.  The  Staff  Assistant  for  Array  Aviation 
Programs,  Office  of  the  Director,  Operational  Test  and 
Evaluation,  generally  concurred  with  the  recommendation.  He 
stated  that  the  Director,  Operational  Test  and  Evaluation, 
planned  a  thorough  evaluation  of  the  portability  issues 
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associated  with  the  AAWS-M,  as  proposed  in  the  draft  audit 
report.  However,  he  further  stated  that,  under  current  weight 
restriction  policies,  it  will  be  extremely  difficult  to  fully 
evaluate  the  portability  of  the  AAWS-M  because  the  current  policy 
restricts  soldiers  participating  in  tests  to  carrying  no  more 
than  45  percent  of  their  body  weight.  Very  few  soldiers  are 
heavy  enough  to  carry  49.5  pounds  or  even  45  pounds.  An 
exception  to  this  policy  can  only  be  granted  from  a  personal 
request  by  the  Service  Secretary  to  OSD.  Even  with  the 
exemption,  severe  restrictions  still  exist.  The  full  text  of  the 
Staff  Assistant's  comments  is  in  Part  IV  of  the  report. 

Audit  response.  We  consider  the  Staff  Assistant's  comments 
to  be  generally  responsive  to  the  finding  and 
recommendation.  The  fact  that  the  AAWS-M  is  too  heavy  for 
adequate  operational  testing  indicates  that  there  is  a 
serious  problem  with  the  system's  weight.  We  have  added  a 
recommendation  that  the  Secretary  of  the  Army  request  an 
exemption  from  the  weight  restrictions  so  that  the  AAWS-M 
can  be  tested  realistically.  Therefore,  we  request  that  the 
Director,  Operational  Test  and  Evaluation,  provide  a 
response  to  this  final  report  that  covers  the  areas 
specified  in  the  "Status  of  Recommendations"  section  at  the 
end  of  this  finding.  . 

3.  We  recommend  that  the  Secretary  of  the  Army  request  an 
exemption  to  the  weight  restriction  policies  for  the  operational 
testing  of  the  Advanced  Antitank  Weapon  System-Medium. 
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C.  COST  AND  SCHEDULE  CONTROL  SYSTEM 

Texas  Instruments’  cost  and  schedule  control  system  was  not 
structured  to  provide  meaningful  cost  performance  data  on  the 
development  of  focal  plane  arrays.  This  condition  was  caused  by 
a  lack  of  monitoring  of  the  cost  and  schedule  control  system. 
Until  corrections  are  made  to  Texas  Instruments'  cost  and 
schedule  control  system,  the  Army  will  not  be  able  to  monitor  and 
assess  the  cost  and  schedule  for  focal  plane  arrays. 

DISCUSSION  OF  DETAILS 


Background 

The  full-scale  development  contract  for  the  AAWS-M  required  that 
the  prime  contractor,  the  Joint  Venture,  as  well  as  two  major 
subcontractors,  Texas  Instruments  and  Martin  Marietta 
Corporation,  have  cost  and  schedule  control  systems  that 
satisfied  the  requirements  of  DoD  Instruction  7000.2,—/ 
"Performance  Measurement  for  Selected  Acquisition  Systems," 
June  10,  1977.  According  to  DoD  Instruction  7000.2,  the 
contractors'  system  should  be  designed  to  provide  the  information 
necessary  to  facilitate  the  objective  measurement  of  work.  In 
this  regard,  the  Instruction  specifies  that  the  contractors' 
systems  should  identify  budgeted  cost  of  work  scheduled,  budgeted 
cost  of  work  performed,  and  actual  cost  of  work  performed  at  the 
cost  account  level  on  a  monthly  basis.  Further,  the  Instruction 
requires  that  work  packages  be  limited  to  relatively  short  time 
spans  assignable  to  a  single  organizational  element,  or 
subdivided  by  discrete  value  milestones,  to  facilitate  the 
objective  measurement  of  work  performed. 

The  full-scale  development  contract  for  the  AAWS-M  also  requires 
that  the  contractors  provide  monthly  cost  reports  on  performance. 
Separate  Cost  Performance  Reports  were  prepared  by  the  Joint 
Venture,  Texas  Instruments,  and  Martin  Marietta  Corporation; 
these  reports  were  consolidated  into  an  overall  Cost  Performance 
Report  by  the  Joint  Venture. 

Operations  of  Texas  Instruments'  System 

Texas  Instruments'  cost  and  schedule  control  system  was  not 
operating  in  accordance  with  the  Cost  Schedule  Control  System 
Criteria  set  forth  in  DoD  Instruction  7000.2. 


17  As of February  23,  1991,  DoD  Instruction  7000.2  was 

incorporated  into  DoD  Instruction  5000.2,  part  11,  section  B. 
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During  the  initial  period  of  contract  performance,  the 
subcontractor  had  established  cost  accounts  for  the  manufacture 
of  focal  plane  arrays  that  met  the  requirements  of  the 
Instruction.  These  cost  accounts  related  to  the  processes  of 
focal  plane  array  manufacturing,  that  is 

*  .  However,  during  our  review, 
we  found  that  the  subcontractor's  work  packages  for  Work 
Breakdown  Structure  11242,  Seeker,  Cost  Account  11242M,  Focal 
Plane  Array  Deliveries,  did  not  meet  the  requirements  of  DoD 
Instruction  7000.2.  The  manufacturing  process 
involved 

*  for  each  focal  plane  array; 
however,  the  subcontractor  established  work  packages  within  Cost 
Account  11242M  for  monthly  deliveries  of  focal  plane  arrays. 
There  was  a  work  package  for  each  month's  delivery  through  April 
1991  and  a  planning  package  for  the  remaining  deliveries.  The 
Budgeted  Cost  of  Work  Scheduled  for  each  work  package  was  the 
estimated  manufacturing  cost  of  the  focal  plane  arrays  to  be 
delivered  during  the  month  covered  by  the  work  package. 
Therefore,  the  work  packages  did  not  meet  the  work  package 
requirement  that  they  be  limited  to  relatively  short  time  spans 
assignable  to  a  single  organizational  element,  or  subdivided  by 
discrete  value  milestones  to  facilitate  the  objective  measurement 
of  work  performed. 

In  addition,  actual  cost  of  work  performed  and  budgeted  cost  of 
work  performed  for  focal  plane  array  manufacturing  were  not 
reported  monthly.  Manufacturing  costs  for  focal  plane  arrays 
were  initially  entered  into  a  holding  account.  These  costs 
remained  in  the  holding  account  until  the  focal  plane  array  was 
delivered,  when  an  amount  calculated  to  be  the  actual  cost 
related  to  the  delivery  was  allocated  to  actual  cost  of  work 
performed.  Also,  budgeted  cost  of  work  performed  was  entered 
into  the  system  when  the  actual  cost  of  work  performed  entry  was 
made.  However,  deliveries  of  focal  plane  arrays  were  not  made  as 
scheduled,  which  resulted  in  Cost  Performance  Reports  reflecting 
budgeted  cost  of  work  scheduled  with  no  entry  for  budgeted  cost 
of  work  performed  or  actual  cost  of  work  performed.  As  of 
December  31,  1990,  approximately  *  was  in  the  holding 
account  and  had  not  been  reflected  as  actual  cost  of  work 
performed  in  the  Cost  Performance  Report.  As  of  March  22,  1991, 
Texas  Instruments  developed  a  procedure  to  allocate  actual  cost 
of  work  performed  on  a  monthly  basis;  however,  it  had  not 
developed  a  procedure  for  calculating  budgeted  cost  of  work 
performed  on  a  monthly  basis. 

Cost  Performance  Reports  submitted  by  the  Joint  Venture  were 
inaccurate  and  incomplete  because  the  Army  did  not  adequately 


*  Company  confidential  or  proprietary  information  deleted. 
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monitor  Texas  Instruments*  system.  Until  corrections  are  made  to 
Texas  Instruments'  system,  the  Army  will  not  be  able  to  monitor 
and  assess  the  cost  and  schedule  system  for  the  focal  plane 
array. 

RECOMMENDATIONS,  MANAGEMENT  COMMENTS,  AND  AUDIT  RESPONSE 

We  recommend  that  the  Project  Manager  for  the  Advanced  Antitank 
Weapon  System-Medium  require  that: 

1.  Texas  Instruments  properly  establish  and  report  costs  in 
Cost  Account  11242M. 

Army  comments .  The  Program  Executive  Officer  for  Fire 
Support  responded  for  the  Project  Manager  for  the  AAWS-M  and 
nonconcurred.  He  stated  that  work  packages  met  the  requirements 
in  DoD  Instruction  7000.2.  He  further  stated  that  it  is  true 
that  Texas  Instruments,  Incorporated,  has  not  come  up  with  a 
procedure  to  calculate  Budgeted  Cost  of  Work  Performed  that  is 
acceptable  to  the  Government,  but  that  the  problem  should  be 
solved  before  the  focal  plane  array  manufacturing  facility  is 
restarted  in  October  1991.  Also,  he  stated  that  during  January 
1991,  the  Project  Manager  directed  Texas  Instruments, 
Incorporated,  to  change  its  reporting  on  cost  of  focal  plane 
arrays.  Texas  Instruments,  Incorporated,  immediately  took  action 
to  include  all  work-in-process  incurred  from  the  focal  plane 
array  holding  account  and  include  those  costs  in  the  Cost 
Performance  Report.  The  full  text  of  the  Program  Executive 
Officer  for  Fire  Support's  comments  is  in  Part  IV  of  the  report. 

Audit  response.  The  Program  Executive  Officer's  comments 
regarding  Recommendation  C.l.  were  not  responsive.  Work 
packages  and  cost  reporting  procedures  did  not  meet  the 
requirements  of  DoD  Instruction  7000.2,  as  was  discussed  in 
the  finding.  We  agree  that  corrective  actions  were 
initiated  during  January  1991;  however,  as  stated  by  the 
Program  Executive  Officer,  an  acceptable  procedure  for  the 
calculation  of  Budgeted  Cost  of  Work  Performed  for  Cost 
Account  11242M  had  not  been  established  as  of  the  date  of 
the  Program  Executive  Officer's  comments.  In  addition,  when 
the  draft  audit  report  was  issued,  not  all  costs  in  the 
focal  plane  array  holding  account  had  been  included  in  the 
Cost  Performance  Report.  As  such,  we  ask  the  Program 
Executive  Officer  to  reconsider  his  position  on 
Recommendation  C.l.  Also,  we  ask  the  Program  Executive 
Officer  to  consider  other  officials'  comments  on  the 
recommendation  when  reconsidering  his  position. 
Management's  response  should  cover  the  areas  specified  in 
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the  "Status  of  Recommendations"  section  at  the  end  of  the 

finding. 

OSD  comments.  Although  the  recommendation  was  not  directed 
to  OSD,  the  Deputy  Director  (Tactical  Warfare  Programs),  Office 
of  the  Director  of  Defense  Research  and  Engineering,  concurred 
with  the  finding.  He  stated  that  the  weakness  in  the  cost  and 
schedule  control  system  was  identified  before  the  release  of  the 
draft  report.  He  further  stated  that  during  January  1991,  the 
Project  Manager  directed  Texas  Instruments.-  Incorporated,  to 
change  its  reporting  on  cost  of  focal  plane  arrays,  and  Texas 
Instruments,  Incorporated,  took  action  to  include  all  work-in¬ 
process  incurred  for  the  focal  plane  array  holding  account  and 
include  these  costs  in  the  Cost  Performance  Report.  Also,  the 
Project  Manager  instituted  monthly  cost  account  reviews,  and  in 
May  1991,  the  Project  Manager/Program  Executive  Officer 
established  designated  people  at  each  contractor  site  to  monitor 
contractor  performance.  The  Deputy  Director  stated  that  current 
indications  are  that  cost  and  schedule  data  being  provided  to  the 
Army  are  more  accurate  and  timely,  and  the  focal  plane  array 
holding  account  has  been  dissolved.  The  full  text  of  the  Deputy 
Director's  comments  is  in  Part  IV  of  the  report. 

Defense  Logistics  Agency  comments.  Although  the 
recommendation  was  not  directed  to  the  Defense  Logistics  Agency, 
the  Deputy  Comptroller  responded  and  concurred.  He  stated  that 
Texas  Instruments,  Incorporated,  is  in  the  midst  of  establishing 
a  method  to  report  costs  in  Cost  Account  11242M.  He  further 
stated  that  the  Defense  Plant  Representative  Office  and  the 
Defense  Contract  Audit  Agency  have  had  numerous  meetings  since 
the  audit  to  correct  the  reporting  problem,  and  revised 
procedures  should  be  in  place  by  the  end  of  July  1991.  The  full 
text  of  the  Deputy  Comptroller's  comments  is  in  Part  IV  of  the 
report . 


2.  The  Defense  Plant  Representative  Office  at  Texas 
Instruments  periodically  review  the  reestablished  cost  account 
and  ensure  that  the  cost  account  accurately  reflects  the  cost  and 
schedule  for  focal  plane  arrays. 

Army  comments .  The  Program  Executive  Officer  for  Fire 
Support  responded  for  the  Project  Manager  for  the  AAWS-M  and 
nonconcur  red.  He  stated  that  the  Defense  Plant  Representative 
Office  and  the  Defense  Contract  Audit  Agency  are  responsible  for 
periodically  reviewing  all  cost  accounts.  The  recommendation  is 
not  changing  the  way  business  is  normally  conducted.  He  further 
stated  that,  in  May  1991,  the  Project  Manager/Program  Executive 
Officer  designated  personnel  at  each  contractor  site  to  monitor 
contractor  performance. 
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Audit  response.  We  believe  this  recommendation  is  still 
valid  because  revised  procedures  for  Cost  Account  11242M 
have  not  been  implemented  to  correct  the  deficiencies 
described  in  the  finding.  As  such,  we  ask  the  Program 
Executive  Officer  to  reconsider  his  position  on 
Recommendation  C.2.  While  reconsidering  his  position,  we 
also  ask  the  Program  Executive  Officer  to  consider  the 
Defense  Logistics  Agency's  comments  on  the  recommendation. 
Management's  response  should  cover  the  areas  specified  in 
the  "Status  of  Recommendations"  section  at  the  end  of  the 
finding . 

Defense  Logistics  Agency  comments.  Although  the 
recommendation  was  not  directed  to  the  Defense  Logistics  Agency, 
the  Deputy  Comptroller  responded  and  concurred.  He  stated  that 
the  Defense  Plant  Representative  Office  will  continue  to  provide 
monthly  cost/schedule  surveillance  in  the  focal  plane  array 
manufacturing  area  as  well  as  in  all  other  aspects  of  the  AAWS-M 
Program. 


STATUS  OF  RECOMMENDATIONS 


Response  should  cover; 


Number 

Addressee 

Concur/ 

Nonconcur 

Proposed 

Action 

Completion 

Date 

1. 

Project  Manager  for 
Advanced  Antitank 
System-Medium 

the 

Weapon 

X 

X 

X 

2. 

Project  Manager  for 
Advanced  Antitank 

the 

Weapon 

X 

X 

X 

System-Medium 


27 


This  page  was  left  out  of  original  document 


This  page  was  left  out  of  original  document 


PART  III  -  ADDITIONAL  INFORMATION 


Appendix  A 
Appendix  B 
Appendix  C 

Appendix  D 
Appendix  E 
Appendix  P 


Audit  Conclusions 

Prior  Audits  and  Other  Reviews 

Acquisition  Decision  Memorandum  for 
Advanced  Antitank  Weapon  System-Medium 

Summary  of  Benefits  Resulting  from  Audit 

Activities  Visited  or  Contracted 

Report  Distribution 


APPENDIX  A:  AUDIT  CONCLUSIONS 


We  did  not  identify  any  significant  problems  during  our  review  of 
the  critical  program  management  elements  of  integrated  logistics, 
program  management  organization,  and  review  and  audit  open 
items.  A  discussion  of  these  areas  follows. 

Integrated  logistics.  We  reviewed  the  AAWS-M  Program 
Office's  draft  Integrated  Logistics  Support  Plan,  dated 
December  1990.  We  concluded  that  the  draft  plan  adequately 
addressed  logistics  issues,  such  as  reliability,  availability, 
and  maintainability. 

Program  management  organization.  We  reviewed  the  AAWS-M 
Program  Office  charter  and  organizational  structure.  The  charter 
delegated  the  Program  Executive  Officer’s  full  line  of  authority 
to  the  Project  Manager  to  provide  stable  and  adequate 
management.  The  AAWS-M  Program  Office  was  staffed  with 
specialists,  such  as  contracting  and  engineering  personnel, 
needed  for  the  management  of  the  Program.  In  addition,  the 
AAWS-M  Program  Office  was  supported  by  elements  of  the  U.S.  Array 
Missile  Command,  such  as  the  Procurement  Directorate,  Missile 
Logistics  Center,  Product  Assurance  Directorate,  and  Research  and 
Engineering  Directorate.  Also,  the  AAWS-M  Program  office  had  a 
low  rate  of  personnel  turnover. 

Review  and  audit  open  items.  We  reviewed  documents  that  the 
AAWS-M  Program  Office  used  to  control  open  issues  and  monitor 
major  areas  of  concern.  We  used  these  documents  to  determine 
whether  problem  areas  were  identified  and  how  often  reviews  were 
being  accomplished.  These  reviews  included  the  Program  Executive 
Review,  Product  Assurance  Review,  Design  Reviews,  and  system 
engineering  working  group  meetings.  We  concluded  that  program 
reviews  were  being  accomplished  and  adequate  actions  were  being 
taken  to  track  and  follow-up  on  open  issues. 
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APPENDIX  B:  PRIOR  AUDITS  AND  OTHER  REVIEWS 


Department  of  Defense  Inspector  General  Audit  Report  No.  88-109/ 
'*DoD  Joint  Acquisition  Programs  >'*  March  21,  1989.  The  audit 
objective  was  t^o  identify  impediments  that  hindered  the  Services 
from  achieving  successful  acquisition  of  joint  programs  pr  caused 
duplicate  research  and  development  efforts.  The  audit  found  that 
although  the  program  had  been  a  joint  development,  the  Services 
had  not  established  a  program  charter,  a  memorandum  of  agreement, 
or  joint  operating  procedures.  The  report  noted  that  the  Marine 
Corps  had  requested  $32  million  for  research  and  development  for 
the  program.  Because  of  a  lack  of  a  formal  agreement  between  the 
Marine  Corps  and  the  Army,  the  funding  would  be  subjected  to 
redirection  within  the  Marine  Corps,  which  could  have  an  impact 
on  the  program's  success.  The  audit  acknowledged  that  the 
Assistant  Secretary  of  the  Army  (Research,  Development  and 
Acquisition)  initiated  actions  to  establish  joint  Service 
agreements  for  the  AAWS-M  Program.  The  Army  considered  this 
action  responsive.  We  noted  in  our  survey  that  charters  have 
been  established  among  the  AAWS-M  project  managers,  and  that  a 
memorandum  of  agreement  had  been  established  between  the  Army  and 
the  Marine  Corps. 

Department  of  Defense  Inspector  General  Audit  Report  No.  86-119, 
"Report  on  the  Audit  of  the  Army  Advanced  Antitank  Weapon  System- 
Medium  as  Part  of  the  Audit  of  the  Effectiveness  of  the  Defense 
Systems  Acquisition  Review  Council  Process-FY  1986," 
August  20,  1986.  The  audit  objective  was  to  evaluate  the 
effectiveness  of  the  Defense  Systems  Acquisition  Review  Council 
as  it  related  to  the  Advanced  Medium  System  through  a  review  of 
key  program  documents  for  the  Milestone  I  review.  The  audit 
focused  on  the  adequacy  of  the  Advanced  Medium  System 
documentation  prepared  for  Defense  Systems  Acquisition  Review 
Council  purposes.  In  addition,  the  audit  examined  how  various 
elements  of  the  OSD  staff  performed  their  oversight  of  the 
system.  The  audit  found  that  budgetary  requirements  to  develop 
the  Advanced  Medium  and  Heavy  Systems  did  not  agree  with  key 
acquisition  documents.  Recommendations  were  made  to  bring  into 
agreement  key  acquisition  and  budget  documents  for  the  Medium 
System  and  the  Justification  for  Major  System  New  Start  budget 
documents  for  the  Heavy  System.  Also,  a  recommendation  was  made 
to  delete  all  work  from  the  request  for  proposals  for  the 
Advanced  Antitank  Weapon  System-Heavy.  Another  recommendation 
required,  after  the  Milestone  I  meeting  on  the  Advanced  Medium 
System,  that  the  Army  submit  documentation  to  show  that  funding 
and  acquisition  strategy  issues  were  resolved.  'The  Array 
concurred  with  the  recommendations  and  resolved  budget  issues  by 
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APPENDIX  B;  PRIOR  AUDITS  AND  OTHER  REVIEWS  (cont'd) 


issuing  an  errata  sheet  relating  to  program  documentation  and  the 
Congressional  Descriptive  Summary.  The  Advanced  Antitank  Weapon 
System-Heavy  was  deleted  from  the  request  for  proposals.  No 
further  action  was  considered  necessary. 

General  Accounting  Office  Audit  Report  No.  GAO/NSIAD  88-160  (OSD 
Case  No.  7590),  "DoD  Acquisition  Programs  Status  of  Selected 
Systems/”  June  1988.  The  General  Accounting  Office  (GAO)  audit 
report  was  accomplished  to  provide  current  information  on  each 
program's  requirements/  schedule,  performance,  cost,  and  funding 
support.  The  audit  reviewed  23  programs  with  a  main  focus  on 
programs  approaching  full-scale  development  or  a  production 
decision.  There  were  no  findings  in  the  report,  which  pertained 
to  AAWS-M,  although  GAO  did  observe  that  the  AAWS-M  Program 
included  cost  uncertainties.  GAO  estimated  that  the  combined 
Army  and  Marine  Corps  requirement  would  cost  $5.5  billion.  At 
the  time  of  the  audit,  the  Army  was  investigating  three  system 
technologies.  GAO  noted  that  critical  tests  remained  for  the 
demonstration  phase;  however,  through  January  1988,  there  were  no 
significant  schedule  changes  or  technical  problems.  The  report 
stated  that  DoD  considered  the  program  a  high  priority  and  that 
it  would  offer  significant  improvements  over  the  Dragon. 

General  Accounting  Office  Audit  Report  No.  GAO/NSIAD  89-158  (OSD 
Case  No.  7918),  "DoD  Acquisition  Information  on  Joint  Major 
Programs,"  July  1989.  The  objectives  of  the  GAO  audit  were  to 
collect  descriptive  data  on  joint  major  programs,  address 
specific  questions  concerning  memorandums  of  agreement,  and 
review  OSD's  role  as  well  as  the  roles  of  other  DoD  organizations 
in  joint  major  programs.  GAO  reviewed  34  joint  major  programs, 
which  met  the  dollar  threshold  as  defined  in  DoD  Directive 
5000.1.  The  GAO  audit  observed  that  the  only  agreement  between 
the  joint  Services  was  the  Joint  Services'  Operational 
Requirement.  Also,  the  Army  and  the  Marine  Corps  established  a 
Joint  Test  and  Evaluation  Master  Plan.  When  the  report  was 
issued,  the  AAWS-M  Program  was  in  the  technology  demonstration 
phase  in  which  three  concepts  were  under  consideration.  The  Army 
estimated  the  AAWS-M  cost  to  be  about  $5.5  billion  with 
$535  million  for  research  and  development  and  $4.9  billion  for 
procurement . 
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Appendix  C;  Acquisition  Decision  Memorandum  for 
Advanced  Antitank  Weapons  System-Medium 


THC  UNOCK  SCCRCTARYOf  OereNSC 
WASHIN4TON,  OC  ttlSI 


1 7  $CP  1991 


HZMOKMiOW  rOR  SSCRSTARY  Of  THE  AMY 

SUBJECT:  Acquisition  Decision  Meaorsndua  for  Advanced  Anti-tank 
Weapons  Systea-Mediua  (AAWS-M) 


On  June  6,  1991/  the  Defense  Acquisition  Board  aet  at  the 
request  of  the  Army  Acquisition  Executiv*  to  review  the  Army's 
proposal  to  restructure  the  AAWS-M  developnent  proqraai.  AAWS-M 
has  experienced  cost  and  schedule  growth  In  the  Engineering  and 
Manufacturing  Development  (EMD)  contract.  No  decision  was 
reached  at  the  DAB;  but  I  asked  the  Joint  Requirements  Over¬ 
sight  Council  (JROC)  to  review  the  AAHS-N  requirement  and 
deteraine  if  *A*  level  focal  plane  arrays  (fPAs)  are  required. 

I  also  tasked  the  Chairsan,  Conventional  Systems  Committee 
(CSC)  to  work  with  the  Army  to  define  an  EMD  prograa  with 
reduced  risk  that  would  also  assure  producibility  of  affordable 
fPAs.  The  JROC  confiraed  the  requirement  for  AAWS-H  but 
concluded  that  a  capability  less  than  the  objective  is  a 
satisfactory  near  tera  solution  if  affordability  and/or 
pr^ucibility  dictate. 

I  approve  the  Aray's  restructured  S4-aonth  EMD  prograa 
which  includes  an  initial  risk  reduction  phase  and  delays  the 
initiation  of  pre-production  qualification  test  (PPOT)  by  sis 
months.  Satisfactory  completion  of  each  successive  ailestone 
event  identified  in  the  attached  charts  —  with  their  attendant 
exit  criteria  --  will  be  required  prior  to  continuing  toward 
the  next  ailestone  event.  DDORse(TWP)  with  DASD(PR)  will 
review  the  AAWS-M  prograa  at  each  event  to  insure  that  adequate 
progreee  it  being  aade  In  fPA  producibility  and  performance.  A 
principal  Itea  of  interest  will  be  the  progress  that  is  being 
Bade  toward  insuring  the  average  unit  production  cost  for  the 
tactical  PPA/DCHAR  assembly  Is  well  below  glY/SOO  in  Fy92 
dollars. 

The  Aray  shall  also  provide  the  following  iteas  within  90 
daysi  a  revised  Test  and  Evaluation  Master  Plan;  aa  updated 
prograa  baaellna;  an  updated  plan  that  specifically  Identifies 
cost  reduction  initiatives  for  the  PPA  for  the  selected  process 
and  establishes  a  learning  curve  objective;  and  a  plan  of 
action  which  alniaises  transition  time  to  an  alternative  system 
concept  if  cost  goals  are  not  aet.  The  Aray  will  provide  to 
DOOR(e(TWP)/  prior  to  the  Initial  ailestone  event  mentioned 
above,  a  complete  technical  statement  of  the  characteristics 
required  for  the  focal  plane  array  that  meets  the  potentially 
reduced  performance  requirements  validated  by  the  JROC. 
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Appendix  C:  AcquItWon  Dedtlon  Memorandum  for 

Advanced  Antitank  Weapona  Syatem-Medlum  (continued) 
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APPENDIX  D:  SUMMARY  OF  BENEFITS  RESDLTING  FROM  AODIT 


Recommendation 

Reference 

Description  of  Benefit 

Type  of  Benefit 

A.l. 

Program  Results.  Will 
provide  acquisition 
decisionmakers  costs 
related  to  alternatives 
for  the  system. 

Nonmonetary. 

A. 2. 

Program  Results.  Will 
provide  acquisition 
decisionmakers  realistic 
cost  data. 

Nonmonetary. 

A. 3. 

Program  Results.  Will 
provide  realistic  cost 
to  Defense  Acquisition 

Board. 

Nonmonetary. 

B.l.a. 

Economy  and  Efficiency. 

Will  protect  personnel 
resources. 

Nonmonetary. 

B.l.b. 

Economy  and  Efficiency. 

Will  protect  personnel 
resources. 

Nonmonetary. 

B.2. 

Economy  and  Efficiency. 

Will  protect  personnel 
resources. 

Nonmonetary. 

B.3. 

Economy  and  Efficiency. 

Will  provide  for  improved 
operational  test  and 
evaluation. 

Nonmonetary. 

C.l. 

Program  Results.  Will 
establish  accurate  cost 
reporting. 

Nonmonetary. 

C.2. 

Program  Results.  Will 
ensure  accurate  cost 
and  schedule  reporting. 

Nonmonetary. 
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APPENDIX  E:  ACTIVITIES  VISITED  OR  CONTACTED 


Office  of  the  Secretary  of  Defense 

Office  of  the  Under  Secretary  of  Defense  for  Acquisition, 
Washington,  DC 

Office  of  the  Assistant  Secretary  of  Defense  (Force  Management 
and  Personnel),  Washington,  DC 
Office  of  the  Director,  Operational  Test  and  Evaluation, 
Washington,  DC 

Office  of  the  Deputy  Assistant  Secretary  of  Defense  (Resource 
Analysis),  Washington,  DC 

Department  of  the  Army 

Office  of  the  Secretary  of  the  Army  (Chief  of  Legislative 
Liaison),  Washington,  DC 

Office  of  the  Assistant  Secretary  of  the  Army  (Research, 
Development  and  Acquisition),  Washington,  DC 
U.S.  Army  Deputy  Chief  of  Staff  for  Operations  and  Plans, 
Washington,  DC 

U.S.  Army  Deputy  Chief  of  Staff  for  Personnel,  Washington,  DC 
U.S.  Army  Missile  Command,  Redstone  Arsenal,  AL 
U.S.  Army  Infantry  School,  Fort  Henning,  GA 
U.S.  Army  Missile  and  Space  Intelligence  Center,  Redstone 
Arsenal,  AL 

U.S.  Army  Cost  and  Economic  Analysis  Center,  Washington,  DC 
U.S.  Army  Materiel  Systems  Analysis  Activity,  Aberdeen  Proving 
Ground,  HD 

U.S.  Army  Ballistics  Research  Laboratory,  Aberdeen  Proving 
Ground,  MD 

U.S.  Army  Operational  Test  and  Evaluation  Command,  Alexandria,  VA 
Program  Executive  Office  for  Fire  Support,  Redstone  Arsenal,  AL 
U.S.  Army  Program  Manager  for  Training  Devices,  Orlando,  FL 

Department  of  the  Navy 

Naval  Audit  Service,  Arlington,  VA 

Marine  Corps  Combat  Development  Command,  Quantico,  VA 
Marine  Corps  Research  Development  and  Acquisition  Command, 
Quantico,  VA 
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APPENDIX  E;  ACTIVITIES  VISITED  OR  CONTACTED  (cont'd) 


Defense  Agencies 
Defense  Logistics  Agency 

Defense  Advanced  Research  Projects  Agency,  Arlington,  VA 
Defense  Plant  Representative  Offices: 

Texas  Instruments,  Incorporated,  Dallas,  TX 
Martin  Marietta  Corporation,  Orlando,  FL 
Defense  Contract  Audit  Agency  Resident  Offices: 

Texas  Instruments,  Incorporated,  Dallas,  TX 
Martin  Marietta  Corporation,  Orlando,  PL 

Non-Defense  Activities 


General  Accounting  Office: 
Headquarters,  Washington,  DC 
Regional  Office,  Dallas,  TX 
Sublocation,  Huntsville,  AL 

Non-Government  Activities 


Martin  Marietta  Corporation,  Orlando,  PL 
Texas  Instruments,  Incorporated,  Dallas,  TX 
TI/Martin  AAWS-M  Joint  Venture,  Huntsville,  AL 
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APPENDIX  P:  REPORT  DISTRIBaTIOH 


Office  of  the  Secretary  of  Defense 
Under  Secretary  of  Defense  for  Acquisition 

Assistant  Secretary  of  Defense  (Program  Analysis  and  Evaluation) 
Assistant  Secretary  of  Defense  (Force  Management  and  Personnel) 
Comptroller  of  the  Department  of  Defense 
Chairman,  Conventional  Systems  Committee 
Director,  Operational  Test  and  Evaluation 

Department  of  the  Army 

Secretary  of  the  Array 

Assistant  Secretary  of  the  Army  (Financial  Management) 

Assistant  Secretary  of  the  Army  (Research,  Development  and 
Acquisition) 

U.S.  Army  Deputy  Chief  of  Staff  for  Personnel 

Commanding  General,  U.S.  Army  Missile  Command 

Commander,  U.S.  Army  Operational  Test  and  Evaluation  Agency 

Commandant,  U.S.  Army  Infantry  School 

Program  Executive  Officer  for  Fire  Support 

Project  Manager  for  the  Advanced  Antitank  Weapon  System-Medium 
Department  of  the  Navy 

Commanding  General,  Marine  Corps  Combat  Development  Command 
Defense  Agencies 

Director,  Defense  Logistics  Agency 

Defense  Plant  Representative  Office  Texas  Instruments 
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PART  IV  -  MANAGEMENT  COMMENTS 


Office  of  the  Secretary  of  Defense 
Department  of  the  Army 
Defense  Logistics  Agency 


MANAGEMENT  COMMENTS  FROM  OFFICE  OF  THE 
SECRETARY  OF  DEFENSE 


OFFIce  OF  TH£  OIRCCTOH  Of 
OEFCN$E  RESEARCH  AND  ENGINEERING 

WASHINGTON.  OC  1OJ0I 


2  4  JtL  ISSl 


Nr.  Donsld  B.  Reed 

Director,  Acquisition  Kann^enent  Dlrectorsts 

Inspector  Cenersl 

400  Army  Navy  Drive 

Ar!in9ion,  Vitqinia  2J202-2804 

Dear  Hr.  Beedi 

In  accordance  with  your  request  of  Hay  16,  1991,  reqardinq 
the  draft  report  on  the  audit  of  the  acquisition  of  the  Advanced 
Anti-Tank  Weapon  System--Hediu«,  project  OAL-0073,  attached  are 
■y  organiiation't  coowents  on  your  report.  Please  be  aware  that 
the  AAWS-H  prcqram  has  changed  significantly  since  your  staff 
performed  their  audit  in  the  spring  time-frame.  Hy  staff  will 
^ntinue  to  interact  with  yours  in  order  to  insure  the 
appropriate  flow  of  information. 


Sincerely, 


frank  Kendall 

Deputy  Director 

(Tactical  Warfare  Programs) 


Attach 

s/s 
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MANAGEMENT  COMMENTS  FROM  OFFICE  OF  THE  SECRETARY  OF  DEFENSE 


riWDIHC  hi  Hfrftposed  Kestructufed  Proqraa. 

The  Ac^'s  propose!  to  restructure  the  AAW$-m  Program  was  based 
on  a  contractor's  estimate  of  $372.0  million,  which  had  not  been 
validated  by  the  Army.  The  Army  did  not  validate  the 
contractor's  estimate  because  the  contractor  had  not  developed 
cost  data  to  support  Its  estimate  at  the  tine  that  the  Army  was 
developing  its  proposal  to  restructure  the  AAWS*N  Program. 
Purthernorc,  there  was  not  sufficient  time  for  the  contractor  to 
develop  detailed  support  for  its  estimate  before  the  next 
scheduled  review  of  the  AAWS-M  Pro9ram  by  the  Army  Acquisition 
Executive.  Since  the  contractor's  estimate  had  not  been 
validated,  there  is  uncertainty  as  to  whether  the  full-scale 
development  contract  for  the  AAW$-M  Proqraa  can  be  completed  for 
$372.0  million. 


POO  POSITIOW.  The  OoD  partially  concurs  with  the  IC's  findinq 
relative  to  the  restructured  proqram.  The  Amy's  Red  Team 
conducted  an  extensive  assessment  of  the  proposed  4S-aonth 
restructured  proqram.  This  assessment  is  documented  in  Volumes 
I  and  II,  "AAWS-M  Cost  Growth  Red  Team  Pinal  Report",  30  March 
1991.  Bowever,  subsequent  to  the  Amy's  Red  Team  assessment  and 
the  publication  of  their  final  report,  and  as  a  result  of 
Conventional  Systems  Coiwsittee  (CSC)  reviews  on  20  and  29  May 
1991  and  a  Defense  Acquisition  Board  (DAB)  review  on  $  June 
1991,  the  AAWS-M  proqram  based  on  a  fundinq  profile  of  $372. OM 
may  no  lonqer  be  valid.  Additional  scope  of  work  and  an 
extension  in  schedule  are  under  consideration  as  a  result  of  the 
C  June  1991  DAB.  An  updated  cost  estimate  to  complete  the 
extended  proqras  was  provided  on  11  July  1991.  Amonq  the 
alternatives  under  consideration  is  a  proqram  based  on  a  $S- 
month  Enqineerinq  Manufacturinq  Development  phase  at  a  total 
proqram  cost  of  $596. 2M.  The  proqram  will  be  reviewed  by  the 
Cost  Analysis  Improvement  Croup  prior  to  the  DAB'S  reconveninq. 
The  DAS  is  currently  scheduled  for  19  Auqust  1991. 


riNDIWG  Br  SYSTEM  WBICHT. 

The  AAWS-M  was  too  heavy  to  be  one-man-portable.  The  AAWS-M  was 
too  heavy  because  the  oriqinal  weiqht  limitation  for  the  system 
was  established  at  too  hiqh  a  level,  and  the  contractor  was 
unable  to  stay  within  the  weiqht  limitation  prescribed  for  the 
AAWS-M.  As  a  result,  the  AAWS-M  was  not  operationally  suitable 
for  planned  deployment  with  liqht  infantry  and  airborne  ranqers. 

POD  POSITIOW.  The  OoD  does  not  concur  with  the  IC's  findinq 
relative  to  system  weiqht.  The  Joint  Service  Operational 
Requirement  Document  specified  the  maximum  weiqht  for  a  full-up 
AAWS-M  as  45  pounds.  However,  when  it  became  obvious  that  the 
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m4ximu!n  weight  requirement  vae  qoinq  to  be  exceeded,  the  Aray 
obtained  the  necessary  approval  for  an  increase  in  systtn  weight 
to  49.5  pounds.  The  new  weight  of  49.5  pounds  was  reviewed  and 
approved  by  the  DAB  on  5  December  1990.  The  Army  has  stated  at 
both  the  20  and  29  May  1991  CSC  reviews  that  any  weight  growth 
beyond  49.5  pounds  will  result  in  program  termination.  There  is 
no  intention  to  reconfigure  the  Army's  force  structure  to  make 
AAWS*M  a  crew-served  weapon* 

riWDING  C:  COST  AND  SCHEDOLE  COKrTROL  SYSTgM 

Texas  Instruments'  cost  and  schedule  control  system  was  not 
structured  to  provide  meaningful  cost  performance  data  on  the 
development  of  focal  plant  arrays.  This  condition  was  caused  by 
a  lack  of  monitoring  of  the  cost  and  schedule  control  system. 
Until  corrections  are  made  to  Texas  Instruments'  cost  and 
schedule  control  system,  the  Army  will  not  be  able  to  monitor 
and  assess  the  cost  and  schedule  for  focal  plane  arrays* 

POO  POSITIOW.  The  DoO  concurs  with  the  IC'e  finding  relative  to 
the  cost  and  schedule  control  system.  The  weakness  in  the  cost 
and  schedule  control  system,  however,  was  identified  prior  to 
the  release  of  the  draft  report*  The  actions  taken  by  the 
Project  Manager  were  as  followsi 

o  The  Project  Manager,  in  January  1991#  directed  Texas 
Instruments  (TI)  to  change  their  reporting  on  costs  of  focal 
plane  arrays  (fPA)*  TI  immediately  took  action  to  include  all 
work  in  process  costs  incurred  from  the  fPA  holding  account  and 
included  these  costs  in  the  Cost  Performance  Report* 

o  The  Project  Office  instituted  monthly  cost  account 
reviews. 

o  In  May  1991  r  the  Project  Manager/Program  Executive 
Officer  established  designated  people  at  each  contractor  site  to 
monitor  contractor  performance* 

Current  indications  art  that  the  cost  and  schedule  data 
being  provided  to  the  Army  are  more  accurate  and  timely.  The 
focal  plane  array  holding  account  has  been  dissolved* 
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dftCC  UANAOCMCH 
AND  FtRSOHNCW 


TMt  Of  FICC  Of  TH€  ASSISTANT  SCCAf  TAA Y  Of  Otf  ENSf 
VASminDTOM.  o  €  IflSI^iSS 

ttmm 


Mr.  Donald  E.  Reed 

Director#  Acquisition  Management  Directorate 

Inspector  General 

400  Army  Navy  Drive 

Arlington,  Virginia  22202*2884 

Dear  Mr.  Reed: 

Mr.  WilliaiR  D,  Van  Hoose,  of  your  office,  verbally  requested 
that  we  respond  directly  to  you  on  specific  findings  and 
corrective  actions  contained  in  your  draft  report  on  the  audit  of 
the  acquisition  of  the  Advanced  Anti-Tank  weapon  System  -  Medium, 
project  OAL-00'?3.  Mr,  Van  Hoose  requested  that  an  rM4P  input  be 
furnished  on  •finding  B;  System  Weight*. 

Tour  finding  that  AAWS-M  is  too  heavy  to  be  one-man 
portable,  and  may  not  be  operationally  suitable  for  planned 
deployment  to  light  infantry  and  airborne  rangers,  is  shared  by 
some  offices  within  the  Army  and  OSD.  Assessments  performed  by 
the  Army  Manpower  and  Personnel  Integration  (KAKPRINT) 

Directorate,  and  my  Human  Systems  Integration  Division  in  support 
of  Army  Systems  Acquisition  Review  Council  (ASARC),  OSD 
Conventional  Systems  Committee  <CSC)  and  Defense  Acquisition 
Board  (DAB)  deliberations  concluded  that  AAWS-K  weight 
constitutes  a  moderate  risk  to  soldier  safety  and  total  system 
performance.  The  AS0(rM4P)  input  to  the  DAB  is  enclosed. 

Your  first  recommendation  for  corrective  action  concerns 
revising  the  AAWS-M  one-man  portability  requirement.  According 
to  representatives  from  the  TRADOC  System  Manager's  Office,  the 
term  •one-man  portable*  now  refers  to  AAWS-M's  single  man 
operation,  not  to  how  the  weapon  is  to  be  transported.  This 
interpretation  was  also  provided  to  representatives  from  GAO 
during  their  recent  visit  to  the  Infantry  School.  The  AAWS-M 
Program  Manager  has  also  suggested  that  he  expects  AAWS-M  to  be 
broken  into  pieces  during  transit.  These  remarks  suggest  some 
operational  flexibility  at  the  unit  level  to  allow  distribution 
or  rotation  of  the  weapon  between  soldiers.  We  encourage  Army 
efforts  to  clarify  portability  terminology  and/or  doctrine 
regarding  distribution  or  balance  of  soldier  loads. 
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Your  second  recommendetion  for  corrective  ection  concerns 
reducing  the  iepect  of  the  weight  to  *n  sllowsble  level.  Our 
inputs  to  the  decision  review  process  urged  the  adoption  of  a 
formal  weight  reduction  effort.  While  AAWS-M  program 
representatives  continue  to  discuss  weight  reduction  pre-planned 
product  improvements  <P3I),  no  such  efforts  have  been  formalized. 
We  have  also  learned  that  the  ocher  factors  contributing  to  the 
aAWS-M  weight  issue  -  such  as  the  contents  and  weight  of  soldier 
combat  and  sustainment  loads  -  are  being  explored  for  possible 
reduction.  Implementation  of  either  of  these  efforts  would  help 
reduce  the  weight  to  an  allowable  level. 

If  additional  information  is  needed,  please  contact 
Ms.  Nina  Richman-Loo,  of  ay  Human  Systems  Integration  Division, 
at  697-9380. 

Sincerely, 

Carl  J.  Dahlman 

Deputy  Assistant  Secretary  of  Defense 
(Requirements  and  Resources) 

Enclosure 
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duct  MAMAOtMtM 
ANO  FCRSOMMtW 


ASSISTANT  SCCffCTAA Y  OT  DCFCNSC 

JU4  18  1991 


MEMORXSDUK  FOR  UNDER  SECRETARY  OF  DEFENSE  (ACQUIS  IT  JON) 
SUBJECT:  AAN$-H  D*f«ns«  Acquisition  Bo«rd  Doliboraciont 


During  two  roctnc  AANS-M  Conventional  Systans  Conmittet 
(CSC)  moftinqs,  FMiP  concorn#  regarding  systaa  veight  were 
discussoO.  Risks  associat*4  with  fielding  •  49.5  pound  anti-tank 
system  to  infantry  squad  soldiers  were  similerly  echoed  in  the 
draft  DoO  16  report  on  the  AAWS-M  acquisition  which  was  provided 
to  your  office  for  review  and  comment. 

During  CSC  discussions  about  the  weight  issue,  HG  Beltson, 
Deputy  for  Systems  Management/  Office  of  the  Assistant  Secretary 
of  the  Army,  Research,  Development  and  Acquisition,  advised 
Frank  Kendall  that  the  Army  will  terminate  AAHS-M  if  it  grows 
beyond  its  current  49.5  pound  requirement.  Ne  applaud  this 
commitment.  Further,  MG  Beltson  invited  my  DASD  for  Requirements 
and  Resources,  Carl  Dahlman,  to  monitor  Army  progress  in 
Invest igaci.ng  and  implementing  AAUS-M  weight  reduction  efforts. 
Or.  Dahl.mar  and  his  staff  welcome  the  opportunity  to  monitor  the 
manage.ment  of  AAWS-M  weight  and  are  working  on  a  plan  to  quantify 
experimentally  the  relationships  and  trade-offs  between  weight, 
soldier  limitations,  and  system  performance. 

In  your  deliberations  concerning  termination,  restructure, 
or  continuation  of  AAWS-N  full  scale  development,  please  consider 
the  contribution  of  system  weight  to  the  overall  desirability  of 
the  system.  While  I  agree  with  Frank  Kendall's  assessment  that 
AAWS-M  weight  is  not  a  “show-stopper*,  It  should  be  regarded  as 
another  area  of  moderate  program  risk. 


ChristGfAe 
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OFFICC  Of  THE  SECRET AHY  OF  DEFENSE 
WASHINCTON.  DC  203011700 


O^tAATlONM.  T1*T 
AMO  CVAUMT10M 


MEMORANDUM  fOR  INSPECTOR  GENERAL,  DEPARTMENT  OP  DEFENSE, 
(ATTN:  MR.  WILLIAM  VAN  HOOSE) 


SUBJECT;  AAWS-M 


OOD  IG  Report 


BEtgreacR...Dcift  JDQP-,J.g  Itpoit  finding  Tht  aaws-m  is  not 
operst ionsl ly  suitiblt  for  planned  deploym€nt  vith  light 
infantry,  airborne  and  ranger  units. 

DQT&E  Response.  DOTSE  plans  a  thorough  evaluation  of  the 
portability  issues  associated  with  AAWS-M  during  lOTSE  as 
proposed  in  paragraph  2  of  the  DOD  IG  Draft  Audit  Report* 
However,  under  current  weight  restriction  policies  it  will  be 
extremely  difficult  to  fully  evaluate  the  portability  of  AAws-M 
using  soldiers  from  the  Sth  to  the  9Sth  percentile  to  transport 
the  AAHS^M  for  10  Kilometers  as  suggested  in  the  DOD  Draft 
Report.  Current  policy,  based  on  military  standard  1412D 
restricts  soldiers  participating  in  tests  to  carrying  no  more 
than  4SK  of  their  body  weight.  Very  few  soldiers  ate  heavy 
enough  to  carry  49.5  lbs  or  even  45  lbs.  Exemptions  to  this 
restriction  are  granted  only  after  a  personal  written  request 
by  the  Service  Secretary  to  OSD.  Even  with  the  exemption, 
severe  restrictions  still  exist.  As  an  example,  only 
volunteers  could  be  used  in  the  recently  completed  SIHATS 
portability  test.  After  receiving  the  exemption*  severe 
restriction  remained  on  the  rate  and  distance  soldiers  were 
allowed  to  march  while  carrying  the  Dragon  or  Bofor  Bill 
Anti-tank  weapons  during  the  SIHATS  test. 

The  restrictions  outlined  above  do  not  apply  to  units  in 
training  or  on  operations,  only  during  testing.  If  DOTAE  is  to 
conduct  a  realistic  evaluation  of  the  portability  of  AAWS-m  and 
other  man-portable  systems,  the  current  restrictions  will  have 
to  be  lifted  or  modified. 


Staff  Asst  for  Army 
Aviation  Piograms 
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DCPAHTMENTOFTHtARMr 

rnoOAAM  UtCl/T'Vf 
MMFONt  AAMHAl  4WAtAW*  I 


ANSMI-II  (36-2) 


1  July  mi 


MCNORANOUN  THRU 


urUrt,  0*p4rtt«i»t  of  th*  Arty, 

.  Ic*  of  Astlttoot  Sccrttiry  for  Resetrch, 
.ivelopaont  ind  Acqulittlon,  ATTN:  $AR0-SF, 
V«sh1ft9tOA,  O.C.  20310-0103 


KCMORANDUM  FOR  Deportient  of  Ocfcnse,  Offlct  of  Inspector 
Gencrtl,  ATTN:  DOOIG/AIG ( A) . 

400  Any  Novy  Drive,  Arlington,  VA  22202*2884 

SUlJfCT:  DOOIG  Oroft  Report,  Audit  of  the  Acquisition  of  the 
Advtnced  Antlttnk  Heopon  $y stei-Nedl ui  (AAWS-N)  System 
Froject  Ho.  OAL-0073 

1.  He  ippredote  the  opportunity  to  review  end  coaoent  on  the 
subject  report.  However,  It  Is  loportent  to  note  thet  AAV$-N 
progrio  his  been  chonging  roeldly  ond  thit  ouch  of  whet  Is 
covered  In  this  report  hit  oireidy  been  ovcrcooe  by  events. 

2.  Iised  on  our  review  of  the  drift  report,  we  subalt  the 
enclosed  coaaents  on  the  iccuricy  of  severel  of  the  findings, 
ficts,  conclusions,  ind  recoaaendetlons  (End  11.  The  AAWS-N 
Project  Office  position  on  Recoaaendatlons  C-1  end  C-2  Is  it 
enclosure  2. 

3.  In  idditlon,  the  Project  Office  nonconcurs  with  the 
DOOIfi's  finding  of  on  Internil  control  weakness  that 
'Identified  controls  were  not  In  place  to  ensure  the 
effectiveness  of  e  subcontractor's  cost  and  schedule  control 
systea.*  This  nonconcurrence  Is  based  on  the  fact  that  what 
the  DOOIG  perceived  e$  i  weakness  had  already  been  addressed 
by  the  Project  Office  prior  to  the  release  of  the  draft 
report.  The  actions  taken  by  the  Project  Office  were  as 
follows: 

a.  The  Project  Manager,  In  January  1991,  directed  Texts 
Instruoents  (Tl)  to  change  their  reporting  on  costs  of  Focal 
Plane  Arrays  (FPA).  TI  loaedlately  took  action  to  Include 
all  work  In  process  costs  Incurred  froo  the  FPA  holding 
account  and  Included  these  costs  In  the  Cost  Perforaance 
Report. 

b.  The  Project  Office  Instituted  oonlhly  cost  account 
reviews. 
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SUIJCCT;  00016  Draft  Report,  Audit  of  tM-  Acquisition  of  the 
Advinced  Antitink  Vrspon  Sy »tto*Med1u«  {AAWS*M)  $>ste» 
frojcct  No.  OAl-0073 

c.  In  Hsy  1991,  the  Project  Neneper/Projrio  tiecutive 
Officer  estebllshed  deslgneted  people  it  each  contractor  site 
to  oonltor  contractor  perforoince. 

4.  It  1$  requested  that  the  enclosed  consents  be  considered 
In  prepering  the  final  audit  report. 


Z  Ends 


^ToRGC  6.  WICLIAHS 

Progrsn  Eiecutlve  Officer 
Fire  Support 
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DOOI6  ofuvrr  )Ui>o(tT 


Audit  of  tho  Ac<3ulsltion  of  tho  Advoncod  Antitank  Waapon  Syataa  • 
Modiua  (AANS'N)  SyatM  (Projoct  Ho.  OAL«>0073) 

Tha  foUpwinf  conaanta.  kayad  to  apaclfie  para^rapha  of  tha  draft 
raport,  ara  pcovidad  for  accuracy  and  elaxif Icationi 

1.  3rd  para  of  Sxacutlva  Suiwary.  Chanda  *ccat«typ«  contract* 
to  'coat  plua  Incantiva  faa  contract*. 

2.  4th  para  of  Kzacutiva  Suaaary.  Add  tha  following  for 
thorough  covaraga  of  what  tranapirad  in  tha  way  of  daciaion 
ravlewat  A  Joint  fteguiraaanta  Ovarvlaw  Council  convanad  on  39 
Nov  90  and  approved  a  changa  in  tha  acceptabla  ayataa  vaight 
threshold  froa  45  to  49.5  Iba.  A  Dafanaa  Aeguiaition  Hoard  vas 
hald  on  5  Oac  90  to  axanlna  prograa  coat  growth  and  tachnicai 
parforaanca.  Tha  Board  approved  tha  prograa  basalina  changa  on 
•yttea  weight  (via  Prograa  Deviation  Baport),  allowed  the  prograa 
to  continue  along  ita  currant  36  aonth  achedula*  and  planned  for 
a  aubsaquant  prograa  review  in  tha  Kay  91  tlaa-fraaa  to  again 
ataeaa  PPA  producibil ity  and  contract  coat  and  achadula 
parformanca . 

3.  6th  para  of  Executive  Sunaary.  Tha  first  line  belongs  up 
under  tha  introduction  aection.  Tha  Army  and  OSD  initiated 
actions  independently  of  tha  OOOlO  audit.  Audit  results  did  not 
turn  up  any  new  Issues/areas  needing  attention. 

4.  Page  ii,  para  1  of  tha  Executive  Suimary.  Tha  DODIG  nay  be 
confusing  a  number  of  different  cost  estimates.  The  Amy  BCE  is 
based  on  an  assumption  that  tha  contractor's  actual  portion  of 
prograa  cost  will  not  be  below  tha  contractor’s  astiaata  of  $373 
million.  Tha  Army's  independent  *Rad  Team*  Cost  Group  prepared 
an  independent  estimate  of  tha  contractor's  cost  and  came  up 
with  a  figure  below  $350  million  for  tha  contractor's  new  48 
month  prograa.  Based  on  tha  Bed  Team  report  a  figure  of  $373 
million  vas  estimated  for  s  prograa  of  41  months  with  risk 
reductions.  Tha  PMO  chose  to  accept  tha  $372  million  figure  as 
tha  new  contract  basalina  and  presented  It  to  tha  ASARC  on  4  Mar 
91.  T^a  BCE  used  tha  new  contract  value  for  each  WBS  line  item  as 
a  ainiaua  value  for  that  line  item.  Adjustments  were  made  to 
each  WBS  item  as  a  result  of  tha  Rad  Team  estimate  and  PM 
analysis.  Tha  resulting  PK  BCE  had  an  estlxkated  contract  cost  of 
$420  million.  Tha  DOOlC  was  present  at  tha  OSD  CAIC  review  $  Apr 
91  when  the  $420  million  figure  vas  shown  and  also  whan  a  copy  of 
tha  PK  BCE  waa  provided. 

Befaranca  'validity*  of  tha  aatlmatat  Tha  Army  took  careful 
steps  to  evaluate  and  validate  tha  contractor's  bottom's  up 
Latest  Revised  Estimate  both  at  a  review  on  14  Jan  91  aa  well  as 
through  subsequent  Red  Team  efforts  through  15  Feb  91.  The  Red 
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Fioa)  Report  -  - 

Ptfc  No. 

Tata  r«vl«w  v«t  conductad  by  •x&ain*tion  of  oach  WES  oluMnt. 
Thl«  follo«rod  by  th«  Ax«y  CBAC'o  concurroat  dovolopoont  of  • 
coapatlblo  coat  petition  in  Xtr  91 «  Itadlag  to  tho  CA16  on  S 
April. 

5.  Pago  11,  para  2.  Tho  Aray  and  tho  JROC  rofuto  thta. 
atataaont.  (Soo  coaaont  #2). 

C.  Pago  11,  para  3.  Tho  Coat,  Schodulo  Control  Syatoma  Crltarla 
(C/SCSC)  ayataa  uaod  wat  in  placo  and  totally  aufflelont  aa 
Intandod.  Tho  ayataa  wat  valldatod  by  both  tho  DCAA  and  DPRO 
rapratontatlvoa.  Additionally,  it  la  algniflcant  to  oaphaaito 
that  at  tho  roportlng  lavol  roqulrod,  contract,  tha  Coat 
Parforaanco  Ra^rt  (CPR)  provldod  aanagaaont  coaploto  and 
accurato  Information.  Within  tho  Work  Eraakdovn  Stnictura  (WB5) 
raportlng  lovala,  tho  CPR  (Lavol  3)  did  not  provide  aufficiant 
visibility  into  tho  *PPAM  Holding  Account*.  Slnco  this  alamant 
la  at  Loval  (  within  tho  WES,  tho  CPR  did  not  aipllcltly  Idantify 
tho  focal  Plana  Array  (fPA)  yiold  doficioncy  affoctlng  tha 
'futuro*  dalivarioa  for  iMth  coat  and  achadalo.  Thia  pravontad 
tha  magnltuda  of  coat  growth  from  boing  accuratoly  raflactad  at 
Laval  3  on  tha  CPR.  Onca  this  waa  dlocovarad,  action  waa  takan 
to  liguidata  tha  account.  Tha  contractor  voluntarily  coanancad 
rastructuring  tha  mathod  of  raporting  to  aaauro  appropriato 
visibility  was  provided  in  reporting  to  govamaant  aanagaaant. 
In  tha  aaoa  tioofraao,  tho  AAWS>N  PM  dlroctod  a  change  In 
raportlng  of  cost  on  fPAa.  Tharaforo,  In  no  way  should  it  bo 
construod  that  tho  ontiro  C/SCSC  and  Cost  Parforaanco  Raporting 
Systaa(a]  ware  insufficient  and  uaalaas  for  reflecting  currant 
status  and  dataroining  variancao.  This  total  situation  waa 
idantiflod  and  in  tha  pcocasa  of  being  rectified  before  tha  00016 
audit  began. 

7.  Page  ii,  para  4,  Internal  Controls.  Tour  use  of  tha  word 
‘identified*  should  avoid  implying  discovery.  The  problem  had 
already  bean  identified  by  tha  Army  and  was  being  corrected 
before  OOOIG  began  to  examine. 

8.  Page  ii,  para  5,  Potential  Eanafits  of  Audit.  All  flndinge 
that  we  concur  with  vara  identified  prior  to  OOOIG  inspection. 
Corractiva  actions  ware  already  underway.  It  la  arronaoua  to 
attribute  banafita  to  tha  raaulta  of  this  audit.  This  audit  has 
not  changed  tha  course  of  tha  program. 

9.  Page  il,  para  S,  Summary  of  Recommendations.  Tha  AAWS-K 
program  ia  currently  scheduled  for  another  DAB  review  in  lata 
July/early  August  91.  Cost  aatimataa  have  bean  deemed  acceptable 
in  000  reviews  leading  up  to  tha  present,  and  tha  coat  and 
schedule  control  system  has  been  improved.  System  weight  below 
49. S  Iba  ia  not  regarded  a  Service  or  OSD  Issue. 

The  following  are  comnanta  to  the  Draft  Report. 

r  10.  Page  5,  finding  A.  Again  the  Army's  (PM)  BCB  was  $420 

million  for  tha  contractor' a  estimate,  not  $372.  DOOIG  was 
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protont  wh«n  this  flpur*  vat  pra»«nta4.  THo  Rvd  Taaa  bottoau*up 
aatlMta  confirMd  that  tha  coatractor'a  aatlMta  waa  raaaoAabla. 

In  tha  aacoftd  aantanca  tha  000 tC  atataa  that  *  tha  contractor 
had  not  davalopad  coat  dau  to  aupport  it*a  aatUata...*  b«t 
doaan't  aantten  vhat  tvp*.  af  data  tha  contractor  fallad  to 
davalop.  Whan  tha  Rad  Taaa  vaa  in  Daatoa  on  1*7  Pab  tha 
contractor  had  vpcaadahaata  that  laid  out  tha  raouirad  nanpowar 
W  tha  lowaat  laval  WB$  llna  itaaa  ^  nonth  for  tha  antlra 
caMlftdar  of  tha  progran.  Alao,  data  on  aiatarlala«  aubcontracta, 
ate.,  vaa  avallabia  and  ravlawad  by  tha  Rad  Taaa.  Tha  DOOIC  vould 
ba  laora  corract  to  atata  that  tha  contractor  did  not  hava  all  tha 
data  avallabia  and  Incorporatad  into  thair  eoat/achadula/control 
ayatana  at  tha  tlna  tha  Any  vaa  davaloplng  It 'a  plana  to 
raatructura  tha  progran.  In  fact  It  took  tha  contractor  a  fav 
nontha  to  cocractly  incorporata  all  tha  nav  data  into  tha 
reporting  ayatan. 

Howevar,  tha  contractor'a  aatinata  haa  alnca  bean  raviavod, 
avaluatad,  and  confirsad  aa  a  raault  of  an  Indapandant  aatinata. 

11.  Page  5,  Background.  Another  llna  could  ba  added  aooevhara  In 
tha  paragraph  that  atataa  that  in  Au^at  If, tha  PX  aatinata,  and 
budget  for,  the  contract  coat  vaa  $213  nilllon  even  though  the 
contract  vaa  algnad  for  under  $170  nilllon. 

13.  Page  7,  firat  para.  Tha  laat  aantanca  In  tha  paragraph 
ahould  convay  infomation  that  tvo  tripa  vara  made  by  tha  Rad 
Tea*  to  the  contractor  alte.  Suggeat  that  thin  aantanca  be 
•odifiad  to  read!  To  parfom  tha  aaaeataent  tha  *Rad  Teas* 
vialtad  tha  contractor's  alte  at  Denton,  Tezae  froa  rebruary  ( 
through  February  I,  1991  and  again  on  February  23,  1991. 

13.  Page  7,  middle  para.  This  paragraph  Infers  that  the  Rad 
Team  aasesaed  tha  $373  nilllon  coat  of  tha  Joint  Ventura's  33 
February  proposed  restructured  progran.  The  Rad  Teas  did  ssteaa 
technical  and  achadola  risk  of  ths  contractor-proposed 
restructured  progran  on  23  February,  but  the  Rad  Teas  vaa  not 
provided  cost  eatinatas  nor  tasked  to  address  coat  of  the 
restructure^  progran  aa  preaantad.  Also,  the  $$20  million  coat 
for  the  $0-nonth  progran  vaa  a  preliminary  estlnats  vhlch  vaa 
later  refined  to  $423.1  million.  Suggested  noeilfications  (note 
relocation  of  laat  aantanca)  to  this  paragraph  are  as  follows i 

tnitially,  the  ‘Red  Teas*  concluded  that  the  AAVS-N  full- 
scale  davelopeent  progran  could  eztend  up  to  $0  months  and  coat 
aa  much  aa  $520.0  million  Hater  refined  to  $433. t  mlUlooi.  which 
vaa  higher  than  the  Joint  Venture's  originally  proposed  41-month, 
$)$3.0  nilllon  progran.  Rovever,  on  February  33,  1991,  the  Joint 
Ventura  presented  technical  and  schedule  information  on  a 
restructured  48-month  $972 lO  mi  11  ton  progran  to  the  'Red  Team*  la 
reeponss  to  ‘Red  Tean*  findings.  After  considering  the  Joint 
Ventura's  presentation,  tha  ‘Red  Tean*  revised  its  conclusion 
and  accepted  tha  technical  and  schedule  aspects  of  the  Joint 
Venture's  proposed  restructured  48-month  $»72.0  million  progran. 
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Thle  proorAB  AddBd  flO.O  Billion  for  risk  sbstsBsnt  sfforts 
diroctod  cy  ths  Fro^rsB  txscutivo  Officor/  slong  vith  eontrsctor 

•tsps  for  risk  sbsteaont,  rtttlUlng  la  A . IgUl 

prooosod  cost  of  t372.0  BllliOft., 

14.  PSQS  %,  first  pars.  Tho  kod  Tosb  rocoaaMndations  rsysrdinp 
psrforBsncB  Bilostonss  and  ths  sstsbllshasnt  of  t  foradt 
Govsmasnt  Action  Tsaa  hss  boon  initistsd. 

15.  Fags  li  last  para.  Ths  first  stateasnt  has  bssn  rspsatsd 
throughout  ths  rsport  and  is  rsfutsd  by  ths  Aray.  Ths  DOOIC  is 
apparsntly  confusing  ths  contractor's  sstiaats  with  ths 
contractor's  rsqulreaents  undsr  ths  cost  reporting  systsas.  Ths 
Rsd  Tsaa  Cost  Group  did  dstsrsdns  ths  adequacy  of  ths  41  aonth 
LRS  and  did  walidats  ths  contractor's  sstiaats.  Ths  DOOIG  has  a 
copy  of  ths  final  Red  Teaa  reports  which  outline  what  was  dons. 


In  ths  next  sentence  DOOIG  added  ‘cost  accounts,  and  work 
packages*  to  ths  end  of  what  was  ths  true  Red  Teaa  objective. 
Again,  this  can  be  checked  by  looking  back  at  ths  Red  Teaa 
briefings  that  are  contained  in  voluas  III  of  ths  final  Rsd  Teaa 
Report.  This  again  illustrates  ths  confusion  that  ths  DODIG  has 
between  ths  contractor  cost  sstiaats  and  cost  reporting  systea 
requi resents. 

1(.  Fags  9,  first  para,  vrhen  the  Red  Teaa  initially  conducted  its 
review,  it  looked  at  dollars  spent,  work  coapleted,  and  work 
reaalning  and  then  aads  its  own  sstiaats.  In  addition,  ths  last 
sentence  of  ths  paragraph  states  that  ‘the  Army  accepted  ths 
Joint  Venture's  ($372.0  Billion)  estlBSts  based  on  ths  ‘Red 
Teaa’s*  conclusion,  but  the  $372.0  aillion  was  not  a  Red  Teaa  nuaber. 

17.  Fags  9,  aiddls  para.  Both  stateaents  are  incorrect.  OODIG  has 
ths  Rad  Teaa  reports  which  outline  how  the  Amy  evaluated  or 
‘validated*  ths  contractor's  estiaate  and  the  FN  BCC  a  CAIC 
briefing  which  show  that  ths  FM  sstiaats  is  $420  Billion. 

18.  Fags  9,  last  para.  The  second  statenent  sentioned  a  February 
12,  1991,  aeaorandua  which  is  before  the  Red  Teaa  completed  ite 
detailed  review. 

19.  Fags  10,  first  para.  See  comment  4,10,  and  14.  Both  ths  Red 
Teaa  and  the  FK  felt  that  ths  JV  sstiaats  for  FFA  Banufacturing 
was  too  low.  On  6-9  Feb  91,  ths  Red  Teaa  estlBats  was  already 
higher  than  ths  JV  sstiaats.  Ths  BCE  was  even  higher  than  ths  Red 
Teaa  estimate  in  ths  FFA  area. 

While  true  that  ths  TI  FFA  cost  was  aors  than  planned  and  was 
below  ths  required  quality,  ths  government  on  IS  Jan  91  ceased 
additional  funding  for  the  FPAM  facility  until  the  quality  was  up 
to  a  specified  level  for  restarting. 

20.  Page  12,  first  para.  The  first  statement  that,  ‘As  a  risk 
abatement  procedure,  ths  Joint  Venture  modified  the  contract  with 
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Martin  Xarlatta  Corporation  to  obtain  an  additional  (0  focal 
plan*  array#  from  tha  Ru^haa  Aircraft  Ccaipany*  va#  dona  aa  a 
oovamaant  raq:ulraMnt.  Tha  Santa  Barbara  Raaaarch  Corporation 
(SBRC)  haa  alnca  built  an  array  having  aanaitlvlty  algnlf Icantly 
graatar  than  ta«iulraaanta  with  no  problaaa. 

21.  Paga  12,  aacond  para.  DOOIG  atataa  *0ntll  tha  JV  daaonatrataa 
that  it  can  produca  focal  plana  arraya-  In  mantltlaa  to  aatlafy 
production,  thara  la  no  baala  for  aatabliahlng  a  raliabla 
aatlnata,  baiad  oir  coat,  to  coaplata  PSD  contract.*  Thla  night  ba 
trua  vara  It  not  for  tha  aacond  aourca,  SBBC. 

22.  Paga  13,  flrat  para.  Tha  atataaant  that  *Taxaa  Inatruaanta 
haa  dallverad  4$  focal  plana  arraya,  which  can  ba  uaad  In  49  taat 
nlsailaa  avan  though  thay  do  not  a^at  ragulrad  tpacif Icatlona*  la 
Incorract.  TI  dallvarad  42  focal  plana  arraya  but  only  32  ara 
flight  worthy.  Tha  remaining  arraya  %rtll  ba  uaad  for  captlva 
flight  aeakera  and  lab  taat  reaulta.  In  addition,  regarding  TI 
and  their  focal  plana  array  manufacturing  facility,  SBRC  haa  bean 
mada  tha  primary  aourca  for  focal  plana  arraya.  Pinal ly,  tha 
DOOIG  atataa  that  'the  tine  raguirad  to  Inltiata  naceaaary 
procurement  action#  would  cauaa  allppaga  in  tha  already  tight 
achadula.*  Bughaa  la  already  under  contract  with  MM.  Tha 
currant  contract  contain#  option#  to  produca  tha  total  raguirad 
PSD  guantity. 

23.  Paga  13,  aacond  para.  Tha  Joint  Ventura  never  atated  that  a 
complete  redaalgn  of  tha  array  procaaaor  may  ba  needed.  Tha  Army 
want#  more  margin,  and  haa  directed  a  parallel  development 
effort. 

24.  Paga  14,  Propulaion  ayatea  redaalgn.  Tha  OOOIG  atataaant  that 
■Tha  Joint  Ventura  alao  atated  that  tha  propulaion  ayatem  may 
raguira  a  coaplata  redaalgn*  la  not  trua.  Tha  propulaion  ayatea 
will  not  raguira  a  coaplata  redaalgn. 

25.  Page  IS,  Potential  Sffecta  of  the  Propoaed  Reatructured 
Program.  Tha  Project  Office  gueationa  tha  rationale  for  tha 
atatamant,  *If  tha  AAWS>N  Program  la  raatructurad  baaed  on  tha 
Joint  Ventura*#  aatlmata  for  completing  tha  full-acala 
development  contract.  It  la  likely  that  tha  program  will  again 
experience  coat  overrun#.* 

2€.  Paga  15,  Action#  Takan  by  Management.  Tha  Blue  Team  did  not 
atata  that  tha  contract  coat  would  ba  $433  million  but  rathar 
added  $13  million  to  the  Army  Coat  Poaition  (ACP).  The  ACP 
contained  an  additional  $60  million  above  tha  $433  million  in 
TRACS  funding  to  cover  tha  contract  up  to  $0  montha.  In  addition 
tha  $433  million  contained  $24  mlllioa  of  tha  contractor'a 
funding  for  coat  sharing. 

27.  Paga  17,  Additional  Actions  Heeded  on  the  Part  of  Management, 
first,  the  DODIG  states  that  the  Army  should  coat  out  each 
program  alternative.  This  vas  already  completed  by  tha  PM  under 
Army  direction.  Also,  tha  JV  estimate  is  considared  valid  aa  a 
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raault  of  tb«  Rod  Toga  and  PK  ••tlMt**/r«vl«va.  finally,  an 
updatad  Mtlaata  for  tha  coat  to  ccatplata  fSD  vaa  praaantad  at 
tM  Dafanaa  Acqulaltlon  Board  (DAB),  f  Juno  1)91. 

2t.  Paga  IS,  RacociMndationa  foe  Corractiva  Action. 

(1)  Tha  Aray  coapllad  vlth  guldanca  froa  OSD  and.  praaantad  aaaa 
at  CSC  2)  Kay  91  and  DAB  6  Jun  91. 

(2)  Tha  JV  aatiaata  haa  baan  axtanairaly  raviawad  to  tha 
aatiafaction  of  DA  and  OSD.  Tha  PX  alao  new  haa  a  dadlcatad 
govarruoant  AAWS>M  rapreaantativa  at  both  tha  Orlando  and  Denton 
contractor  altaa  to  provlda  a  battar  laval  of  ovaralght. 

(3)  PSD  aatlaatea  hava  baan  updated.  Additionally,  thara  la 
already  a  vehicle  In  place  that  also  Ij^tleaanta  tha  3rd  DOOIG 
recomjnandatlon.  Tha  Ax»y  raqulrea  that  tha  PK/PEO  prepare  a 
aonthly  Oafenae  Acqulaltlon  Bxacutlva  Suawary  (DABS)  report  each 
BK:>nth.  Both  tha  contractor's  own  estiakata  and  tha  PK's  eatlaate 
of  total  contract  cost  is  entered  aonthly. 

Mona  of  tha  DOOIG  reconnendatlons  require  any  additional 
corrective  actions . 

29.  pages  22>23,  Coabet  Load.  Error  in  first  paragraph. 
Wording  on  pages  22  and  23  needs  to  state  that  the  report  context 
involves  only  ‘replacement*  batteries.  Tha  weight  of  the  syatea 
does  in  fact  include  battery  weight  for  <  hours  of  operating 
which  is  tha  aystaai  operational  raqulramant.  It  la  only  true  that 
‘replacement*  batteries  are  not  Included  in  the  system  weight. 

30.  Page  27,  Aecommendatlons  for  Corrective  Action.  These 
concerns  were  addressed  as  outlined  above  in  comment  2  by  two 
separate  OSO-level  coocnlttees. 

31.  Page  29,  finding  C.  Tl’s  cost  and  schedule  control  system  is 
structured  Co  provide  meaningful  data  but  in  the  case  of  AAWS«M 
it  was  not  implemented  in  a  manner  which  provided  total 
visibility  of  sll  elements.  The  use  of  the  holding  account  was 
approved  by  tha  government  and  had  been  used  by  TI  on  other 
programs.  In  retrospect,  this  practice  was  a  major  factor  in 
the  lack  of  visibility  of  contract  cost  growth  and  haa  been 
discontinued. 

32.  Page  30,  Operation  of  Texas  Instruments'  System.  OODIG  states 
that  ‘Texas  Instruments'  cost  and  schedule  control  system  was  not 
operating  in  accordance  with  the  Cost  Schedule  Control  System 
Criteria  set  forth  in  DoD  Instruction  7000.2.*  Tha  Tl  system  has 
been  reviewed  by  MICOK,  AMC,  DPRO  and  OCAA  and  found  to  be 
operating  in  accordance  with  tha  criteria.  Also  TI  has 
successfully  passed  over  nine  subsequent  application  reviews. 

33.  Page  32,  last  para.  The  first  statement  in  the  paragraph  is 
completely  false.  The  PK/PEO,  DPRO,  OCAA  and  Cost  Analysis  have 
all  been  heavily  involved  in  monitoring  and  analysing  the  -Texas 
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InttniJMntt'  tyttaa.  Th«  ttcond  ••nttnc*  It  tlto  DCAA 

•nd  onto  h«v*  boon  providing  dttt  ••p«r«t*  froa  th«  CPK  on  th« 
rPA  holding  tccount  by  conducting  tuditt  of  *11  th«  Internal  TX 
cost  account*  that  ar*  being  used  In  the  account. 

34.  Page  33«  Reconaendatloa*  for  Corrective  Action.  The  PN  ha* 
already  directed  TX  to  change  their  reporting  of  the  coat  of 
FPAa.  TX  Lnaedlately  Included  all  the  prevloualy  Incurred  PPA 
holding  account  coat*  in  th*  narrative  aectlon  of  the  CPR.  Xn 
addition,  they  are  doing  away  with  the  holding  account. 

The  PM/PIO  have  established  designated  people  at  each 
contractor  site  to  aonltor  contractor  performance. 

35.  Appendix  C,  page  41.  The  title  of  the  page  la  misleading, 
‘...And  Other  Benefits  Resulting  Proa  Audit*.  All  reconaaendations 
under  A.  or  C.  were  already  In  place  or  in  th*  process  of  being 
laplemented  without  th*  OOOIG  audit.  DODIG  la  claiming  a 
recommendation  under  A  that  was  sent  to  th*  PM  by  th*  DAB  as 
program  direction.  Tou  should  reconsider  claiming  benefits 
resulting  froa  the  audit  if  th*  same  actions  would/already  have 
occurred. 
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Co—eiiti  M  Kecotntottow 

DOCK  Drift  RtMrt.  MU  9t  Vm  •f  XM  A4viitcc4  AntlUAl 

Meipon  Sjrttia  •  IMIu*  (AAKS-W)  S/stai  (fr«j«ct  Q^m07J) 


FINDIIK:  TcttS  iMstrupMU*  cost  ca4  KhodiiU  cwtrvl  tjrtUa  ws  mt 
operttlAD  la  msF^K*  tfw  Cost  Sche^uU'Cittrol  Sjrstca  Crltorf* 
sot  fort*  i«T»  lostnictloos  7000.2.* 

*0urlBf  t*c  fafttil  period  of  cootroct  pcrforosACt.  UK  sutcootrictor 
hiO  esUblftM  cost  accounts  for  the  nnufacturt  of  focal  ptino  arrajrs 
that  act  the  re^utreaeftts  of  the  Instnictloo.  These  cost  accounts  relatoO 
to  the  processes  for  focal  plaoe  arrajr  ■anufactvrfao.  that  It.  slOeboaN 
olectronfci.  front-entf  processos.  and  MAapeaent.  nouerer.  durtno  oer 
review,  we  fond  that  the  subcontractor’s  wort  paclaoes  for  Work  Ireakdown 
Structure  11742,  Seeker.  Cost  Account  1174214.  Focal  Mane  Arrajr  Deliveries, 
dia  rtot  Beet  the  reoutreaents  of  OOO  Instruction  7000.7.  The  aanufacturlng 
process  Involved  various  onjanl rational  eleaeats  and  required  approxinatelp 
9  aonths  for  each  focal  plane  arrajr;  however,  the  subcontractor  established 
work  packapes  within  Cost  Account  11242N  for  aonthip  deliveries  of  focal 
plane  arraps.  There  was  a  work  package  for  each  aonUi't  deitverp  through 
April  1991  and  a  planning  package  for  the  rtaalniai  deliveries.  The 
Bunted  Cost  of  Work  Scheduled  for  each  work  package  wu  the  estlaated 
aanufacturing  cost  of  the  focal  plane  arraps  to  be  delivered  during 
the  Bonth  covered  bp  the  work  package.  Therefore,  the  wort  packages 
did  not  Beet  the  work  package  regulreaent  that  thep  be  llBited  to  relativelp 
short  ttae  spans  assignable  to  a  slnole  orgaalaatfonal  claaent.  or  subdivided 
bp  discrete  value  Btlestones  to  facflitato  the  objective  aeasureaent 
of  work  perfoned.* 

*la  addition.  Ktual  cost  of  work  perforeed  and  budgeted  cost  of  work 
performed  for  focal  plane  arrap  Banufacturing  were  net  reported  Bonthip. 
fitnufac hiring  costs  for  focal  plane  arraps  were  taltlallp  entered  ta 
a  holding  account.  These  costs  rtaalned  la  the  holding  Kcount  until 
Ua  delivcrp  ef  o  focal  plane  arrap.  when  an  aBount  calculated  to  be 
the  actual  cost  related  to  the  deitverp  was  allocated  ta  actual  cost 
of  work  perforaed.  Also,  budgeted  cost  of  work  perfonad  was  entered 
Into  the  sjrstee  when  the  Ktual  cost  of  work  perforaed  entrp  was  aadt. 
However,  deliveries  of  focal  plane  arrap  were  not  aade  as  schedule, 
which  resulted  In  Cost  Fcrforaanc*  Reports  reflKtlng  budgeted  cost 
of  work  schedoled  with  no  entrp  for  budgeted  cost  ef  work  perforaed 
or  actual  cost  of  work  perforaed.  As  Of  OKcaber  II.  1990.  wroxiaatelp 
$14.1  alllloa  was  In  the  bolding  account  and  had  not  beta  reflected 
as  actual  cost  of  work  perforaed  In  the  Cost  Ferforaance  Report.  As 
of  March  77.  1991.  Texas  tnstrwwnts  developed  a  procedure  to  allocate 
actual  cost  of  work  perforaed  on  a  aonthlp  basis;  however.  It  had  not 
develop^  a  procedure  for  calculating  budgeted  cost  of  work  perfomed 
ea  a  aonthlp  basis.* 

KCCHCNOATIOI  C>1:  *We  recoaaeod  that  the  FrojKt  Manager  for  the 
Advanced  Antitank  Weapon  Sjrstes-Medlun  require  Tcus  fnstruaents  to 
properip  establish  and  report  costs  In  Cost  Account  11742N.* 
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ACTION  TAlCI:  IIOACOW«r,  Work  ptcUjftt  414  aMt  re^treaMts  of  0001 
7000.1.  N11e$t«n*s  for  dcllrtrfts  wro  Mt«r«<4  lato  tho  sjrttea  oa  « 
aoMthTjf  basis  Mhick  aot  tho  short  tiat  spu  ro^lrcatat. 

AlsoroklU  U  Is  tm  that  T1  Mt  coat  vlU  a  pr«co4ur«  to  cakuTaU 
BCiN  that  Is  accepUkIt  to  tho  govonaeoti  fl  trill  aot  ho  rasUrtlai 
tho  fFAX  fKlIlt/  irltb  pQvamaeat  fun41ag  until  OcUkor.  Tho  problaa 
It  kolDfl  trorko4  aoa  aa4'f1i0uT4  bo  tot«o4  by  tho  October  4tto. 

la  addition,  tha  frojoct  Kanaptr,  la  January.  41recta4  Texas  lastruaeats 
(TI)  to  chaaoe  their  reporting  on  costs  of  Focal  Flane  Amjrs  (fPA). 

11  laaedlataip  took  Ktlon  to  Include  all  wrk  la  process  costs  Incurred 
froa  the  PA  heldlnf  account  and  Included  these  costs  la  the  Cost  Fcrforunce 
Aeport  (CFX).  This  Kcount  has  been  llguldatcd. 

FINOIW:  'Cost  Ferforaance  Reports  tubal tted  by  the  Joint  feature  were 
Irwccurate  and  IfKoaplete  because  of  a  lack  of  aonltorlae  Texas  lastnaents' 
sjrstea.  Until  corrections  are  aade  to  Texas  lastnaeats'  systea.  the 
Aney  will  not  be  able  to  aonltor  and  assess  the  cost  and  schedule  for 
the  focal  plane  array.* 

RECOMINDAIION  C>2:  *We  recoanend  that  the  Project  Ranaoer  for  the 
Advanced  Antitank  Weapon  Syste»-Nedtua  require  Defense  Pient  Representative 
Office  et  Texas  Instruaents  to  periodically  review  the  reestablished 
cost  eccount  end  ensure  thet  the  cost  eccount  eccuritely  reflects  the 
cost  and  schedule  for  focal  plane  arreys.* 

ACTION  TAIXR:  Nonconcur.  OPRO  and  DCAA  have  responsibility  to  periodically 
review  all  cost  accounts.  The  reccwendatlon  Is  not  changing  the  way 
business  nonaally  Is  conducted. 

However.  In  Nay.  the  PH/PEO  also  established  designated  people  at  each 
contractor  site  to  awtltor  contractor  perfomance. 
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MANAGEMENT  COMMENTS  FROM  DEFENSE  LOGISTICS 
AGENCY 


OCf  CNtC  LOCitnCt  ACCNCY 

NUOgUUITtM 
CAMCXCN  ITATIOM 
AllXANMU.  ViMiNU  tUOAHiOO 


DU-CI  IIMWI 

MEMOKANDUH  FOR  UNDER  SECRETARY  OF  DEFERSI  (ACQUISITION) 


SUBJECT:  Dr«ft  Report  on  ib*  Aequitition  of  tbo  Advoncod 

Antltonk  Wtopon  Sytt«B*lf«diu»  (Ffojfct  No.  0At*0073) 


In  f»fponi«  to  DoD  IQ'i  moftor4ndvia  dttod  16  lUy  IPS).  ottAChod 
Aro  ogr  coMAont*  to  RocomaondAt I  on  A.  2.  Tbo  only  oth«r 
rAcoiuttndAtionA  thot  hAvo  Any  lapAct  on  DLA  Art  RtcoAAAndAtionf 
C.l  And  C.S.  Va  concur  with  both  rACoaAAndAt  1  ont  And  providt 
thA  followmi  ItnATAl  COSUAAntt! 

A.  Rtco&AtndAt ion  C.l:  Takaa  InitrutoAntt  iA  in  tho  aidit 
of  AsiAblUhini  A  AAihod  to  foport  coitf  in  Coat  Account  11S47N. 
TbA  DoftniA  Flont  Rtpr At ontAtl vo  OffiCA.  DCAA  And  Taxaa 
InttruBAntf  hAv#  hod  nuBArout  BAAtlnlt  tinct  tbo  DoD  10  Audit  to 
corfACt  tht  rtportinl  problta.  TbA  rAvitod  roportinl  procodurtt 
thould  bA  in  plACA  by  tht  And  of  July  IPPl. 

b.  lAccBUBAndAt ion  C.S:  TbA  DAfAntA  FlAnt  Rtpr At AntAti va 
OffiCA  will  continuA  to  providA  acntbly  cott/t cbtdul # 
furvAillAncA  in  tho  focAl  pUn  Arroy  BAnuf ACtur inf  ataa  At  waII 
At  in  All  othAr  AfpACta  of  tbo  AdvAncod  Antitank  WAtpon 
$yt tAB^MAdiuB  (AAW$*M)  profrAB. 
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.ff  Of  MfOM:  AWat  DAT*  Of  FOSITIOl;  I  Jul  01 

fUEfOSI  Of  lOm:  lEITlAL  POSIT  1 0» 

4UB1T  TITLE  AlfO  SO.:  Acquliltlon  of  th*  Advoncod  Anil  tank  ««*pon 

Syat«B-lfod i via  (Pnojoet  Bo.  0AL*00T3) 


recoumeSDATIOB  SWBEB  a. 3;  Wo  rocoaaoond  tbot  lb*  Ondtr  Socrotory  of 
for  Acqultl lion  r.qulro  tbot  Ibo  A.ilolont  S.cr.t.ry  of  tho 
Aroy  (Eoitkrcb,  Dovolopoont.  on^  Aequloltlon)  obtain  analyaao  of  lb# 
Jol^t^Tontura'i  aatlmato  froo  approprlata  Oofanaa  Plant  Eaproaantatlvo 
Offlcoi  and  uaa  tba  raaulta  of  tboa#  analytaa  to  datarolno  tho 
?IIionIb?^n.M  of  tho  Joint  Vonturo*.  ..Hoot,  of  .372.0  alllion. 

PLA  COMMEWTS:  Concur.  Analyio.  of  tho  Joint  Tantura*.  aatlMta  at 
conplation  of  .372  ninion  nay  bo  pranaturo  at  tbla  point  Tha 
Pafanaa  Aequl.ltlon  Board  (&A8»  ba«  |lvon  fuldanca  .Inca  tba  OoP  10 
ranort  waa  wlttan  to  taka  action,  to  oorract  focal  plana  of***/ 
problana  aaaoclatad  oltb  tha  Advanced  Antitank  Weapon  Syalan-Uadlun 
(AAWS-II>  tinea  thl.  action  could  of  foot  pro|ran  achadul.a  and  coat, 
it  oouldbo  prudent  to  allon  tbo  contractor  to  ra-avaluata  tho 
CatTLto  at  Conplotlon  (lAC)  in  concert  nltb  recant  PAB  daclalona  and 
than  have  tha  Pafanaa  Plant  Bapraaontativa  Office  datarnlna  tbo 
raaaonabl anaaa  of  tba  EAC. 


PISPOSITIOE: 

(  )  Action  la  onjolnf:  final  Eatlmatod  Conplotlon  Pate; 
(E)  Action  la  conaldarad  eonploto. 


WOVETART  BEVEflTS:  Iona. 

PLA  COMMEMTS; 

ESTIMATEP  EEAL12ATI0S  PATE: 

AMOUNT  BEAL13EP: 

pate  BENEflTS  EEAL12EP: 


ACTIOS  OfflCEI;  Be| 
P8E  REVIEW/APPROTAL: 


ar  Salaon.  PLA-EP.  77200 

RAPM  Blckakan,  Enacutiva  Plractor,  Plr 
Profran  and  Tocbnlcal  Support,  37  Jun 


actorata 
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